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DISCUSSION OF FEDERAL HOUSING PROGRAMS 


THURSDAY, MAY 5, 1955 


UNITED SI rhs SEN 
C‘OMMITTEI (oo BAN LING Nb ( \ 4 
SUBCOMMIT'I ON Lio N ( 
H jton, D. ¢ 

he subcommittee met, pursuant to call, in roo! 24, Senate Office 
ding, at 10:10 a. m., Senator John Sparkma) urman of the 

Ommittee) presiding 
Present: senator Sparkman 

\lso present: Jack Carter, Staff Director, Hous subcommittee, 

(‘ommittee on Banking and Currency 

The following named participated in the cliscussi 


Albert M. Cole, Oakley Hunter, Ashley Foard, Arthur W. Viner, 
d Carter MeFarland. Housing and Home Finan: Acencev: |. W 
Follin, Urban Renewal Administration: Charles E. Slusser, Publie 
Housing Administration: Norman P. Mason. Fr: Meistrell. Adol- 
yhus Prothro, and Allan F. Thornton, Federal Hous Admiunistra- 
oO! Ralph H stone, Thomas .J. Sweeney. Jol Dery Veterans’ 


Administration 


Senator SPARKMAN. Gentlemen, while the othe embers of the 
ymmittee are on the Way, ! might read a litth ement \ | 

di a minute ago to Albert Cole, | would like to either Senator 
C'apehart or Senator Bush here, and thev ex] tC te ve her momen- 
arity While they are on the wav | micht read t} statement. which 
| think would vive mv idea as to this meeting and the purpose and 

ope of the discussion 

| have scheduled this roundtable discussion { ou gentiemen 

presenting the housing agencies of the Administ ion in order that 
he subcommittee might discuss with you on a1 formal basis the 
results of our action last vear in enacting the Housing Act of 1954, 
the various problem areas which appear to have al n since our tast 
iscussion last vear, and the suggestions you have mar ior (egisiation 
or the coming vear 

I mav sav there that I hope that we shall not d ote too much tin 

Giscussing the leoislation because we are starting hearings, as Ou 
cnow, just next Tuesday on that, and at that tin ve will explore 
the detail But, naturally, the legislation will be involved | don’t 
ee how we can carry on the discussion very we vite invol ne 
{ to some extent, but not im great detail 

‘- iggestions for lecislation as vou Knov are wmcor! ated in S. 1S00 

hich | introduced in the Senate Mr. Spend oduced 

anion bill in the House 

As I stated, we are starting hearings on S. 1 S0¢ IIs 
We hope to have hearings on allof them. There a everal individual 
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lls that have been introduced. We hope to have hearings on all of 
those commencing next Tuesday at 10 o’clock in room 301, the 


Sel Banking and Currency Committee room 

It is my hope that each of you gentlemen will be able to discuss 
with us the effects which the Housing Act of 1954 bas had upon your 
respective programs. For example, we know that the slum clearance 
or urban renewal program has not been moving as quickly as we 


] 


| like to have it move. So far as I know, no commitment to 
nsure any urban renewal project has yet been issued by FHA, and 
only recently we read in the local press that a builder here in Wash- 
ngton had withdrawn from his sponsorship of such a project. 

We should also discuss, I think, the problem areas in the public- 
housing program, especially since the Administration is recommending 
nS. 1800 that certain changes be made to permit it to carry out its 
authorized program, which it has not been able to do under existing 
iW 


Wott 


We are concerned too over reports of overbuilding and overextension 
of credit in the housing industry, especially with respect to the 
program carried on by the Veterans’ Administraton. We have seen 
that the Veterans’ Administration has recently issued a new regulation 
equiring that the borrower pay his closing cests in cash. Perhaps 
an explanation of this situation would be helpful. 

I may say that the gentlemen from the Veterans’ Administration 
are appearing before the Appropriations Committee this morning and 
therefore are not able to be here at the beginning, but they are hopeful 
that someone representing the Veterans’ Administration will be 
over later. 

Another problem which has come to our attention is FHA’s practice 
of refusing insurance to builders who have previously participated in 
the section 608 program until such builders agree to refund all or part 
of the profits they have made in connection with the insurance of a 
mortgage. The committee I think is entitled to an explanation of 
this FHA practice, and I may add I think it is a good opportunity to 
clear up many of the rumors that have been going around regarding 
this 

The committee would also like to know how the cost certification 
provisions of the Housing Act of 1954 are working out. We realize, 
of course, that cost certification is applied only to rental housing with 
one minor exception. We note at the same time that the level of 
rental housing construction has decreased to a great extent and cannot 
help but wonder whether the cost certification requirements in the 1954 
act are responsible for this decline. 

| think it would also be valuable for the committee to know how the 
new programs contained in the 1954 act are working out. I refer 
specifically to sections 220 and 221, the urban renewal sections, and 
section 222, mortgage insurance for servicemen, and the voluntary 
home-credit program. I don’t limit it to those, but I wanted to point 
out those particularly. 

This is perhaps an ambitious schedule for this session, but I am 
hopeful we can throw some light on most of the questions I have 
raised 

I may say that it is planned to hold three such conferences. First, 
there is the one this morning with the housing officials. Then on next 
Monday the so-called public-interest group has asked to appear, and 





DISCUSSION OF FEDERAL HOUSING PROGRAMS 3 


ve are going to sit down around the table with them to see what their 
suggestions are. And then at a later date not vet scheduled because 
of the intervention of the hearings, we plan to hold a third session at 
which people interested in the industry, home builders, mortgage 
bankers, different ones that may be interested in the program 
erally, will be called in to get their ideas 

I want to say this: I think all of you know this, but I think it is 
only proper to say in the beginning that when this study was author- 
zed under a resolution passed by the Senate, I stated that it was my 
hope that this would be a continuing thing. It is our desire to work 
in close cooperation with the housing officials and with the industry 
generally. 

| stated on the floor of the Senate that the Government each year 
became involved to the extent of about $7% billion. Later on I was 
told my figure was low, that probably it would be about $10 billion 
But, anyhow, it is a very large amount. And I said that I thought 
that the investment of $100,000—-which I roughly figured, and | 
don’t know whether my mathematics was correct or not, to be one- 
thousandth of 1 percent—was a pretty good investment to maintain a 
continuing study. 

The purpose is not to criticize except when we find cause to criticize, 
and then we will do it very frankly but in a very friendly manner. 
We believe much can be ac¢ ‘omplished by our watching this program 
as it goes along, and that is really the purpose of our study and the 
purpose of this and other conferences like it that we may hope to hold 
from time to time. 

I am very glad to have all of you here. I suppose the best way to 
start—-All right, Albert. You started to say something. Let me say 
| hope it will be very informal and that anyone will feel free to break 
in at any time. This is not a question-and-answer or a witness-and- 
an. attorney procedure at all. I want us to get the most that 

e possibly can out of this session in a very informal way. 

All right, Albert. 

Mr. Coxe. Mr. Chairman, we welcome this opportunity. We are 
appreciative of the atmosphere in which the chairman has set this 
discussion. I think it is important, necessary, and a fine thing to do. 

We believe that through this method some matters which are difficult, 
complex, and sometimes frustrating may be disclosed and that rumors, 
as you said, may be possibly scotched. Criticisms of the program will 
be accepted naturally. We think it’s proper and right that Con- 
gress discuss with us, either critically or otherwise, the programs which 
we are carrying out. Therefore, we are happy indeed to have this 
opportunity to appear this morning. 

May I say this from my point of view: We have here at the table 
the operating heads of the various constituent agencies. They are 
capable and willing to answer all questions that you may have. I 
will restrict myself primarily to matters of policy, and we can begin 
there and just turn it loose, as you said, for an informal discussion. 

Senator SpARKMAN. By the way, while you were talking I hap- 
pened to recall something that I think you may be interested in, 
that might be somewhat analogous but not on the same scale by 
any means. 

Talking about a friendly study as the program moves along, you 
remember back during the war we had a committee that became 





ren- 
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rather tamous, the Truman committee, investigating the war progran 
And vou will recall that that committee never pulled anv punches | 


studvinge that program 


(on the day that Senator Truman, as he was then, introduced fh 
eso] ition | was coming trom the House over to the Senate | Was 


of the House at the time—and met him in the corrido: 
He told me that he had just introduced a resolution to set up a con 


i 


mittee to study our war program, our defens¢ program, and I shal 
] K 
aiwavs remember this remark. He said: 
\ an’t go into a program as big as this without having it looked into som: 
time lin | think s much better to look into it as we go along and o1 
i than it is to let it go for several vears and then have an investigating 
g up corpses when you can do nothing about it. 
t 
Vir. Co | red 


Senator SPARKMAN. I have often remembered his statement regard- 


l 
ng that 


ll right. Did you want to say anything? 
You ire ntl men all know Jack Carter, who is the staff director 0 
this subcommittee. Jack was formerly the housing representative fo: 
the Veterans of Foreign Wars, and then followmg that he has been 


l I 


on the Hill in various capacities. He most recently was the housing 
advisor or consultant for Senator Lehman. When we set up this 
committee, | knew of no better man that we could call upon to help 
us, and I was very glad to obtain his services. He will be in touch 
with you people frequently, I’m sure, as time goes on. 

Do you want to start off, Albert, with anything you want to say? 

Mir. Cote. Yes. I think we may well start with the agenda whic! 
| have listed here, which I think we obtained from you. 

The first item which I have listed is ‘‘the delays in the new urbai 
renewal program and the recent action by Bush in the District 
[ put it in quotes, of course, Senator, because it says “‘the delays u 
the new urban renewal program.” 

First, may I say that time elapsing between the adoption of the 
Housing Act of 1954 and the first spade turned upon some project is 
expected, necessary, indicated, and important. I realize the im- 
patience of people who do not understand, as I’m sure the Senator 
does. I realize the impatience of people nm the communities to begin 
immediately to undertake these great projects of slum clearanc« 
redevelopment, rehabilitation, conservation, replanning, community 
development. It’s natural that they should be, it’s proper that they 
should be impatient 

On the other hand, may I point out that this program is an expan- 


sion, of course, of a former program of title 1, slum clearance 
and redevelopment. But in the expanded idea, with which Congress 
agreed most enthusiastically and not as a partisan measure, in this 


program We expanded it to such an extent that we requested each 
community before it entered into the expanded idea of community 
living, development of good living in each community, that the cities 
face up to their own problems, looking at the city as a whole to 
letermine how each individual project or activity undertaken by the 
community would affect the citv as a whole, the living conditions of 
the citv, the social, economic, and political problems involved, 
| ax issues, planning of the city, not just for today 
not just for next year, but for the future. 
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Chis means, then, Mr Chairman, that we ( King’ a most 
mbitious program, one which Congress and the Ageney and the 
{ministration have tremendous enthusiasm for. Bu 


t 


| 
are und i 


in so doing we 

nust realize that planning must enter into it. Planning must enter 
to it on the local level. 

We believe that the local level has the knowledge and the skill and 


the understanding of their problems, but it takes time for the local 
| 


eople to plan their situations, their projects. It takes some time 
or the Agency to develop its regulations and programs 
This is not an alibi. This is a mere statement that these things 


ire expected and normal in this sort of procedure 
May I point out that after the enactment of the title I in 1949 the 
first preliminary loan was granted a vear and a i later 
This is not a criticism. ‘This is merely a statement that this occurs 
program with such wide impact as the one erhich we are under- 
taking. This does not mean to say to you that | am not concerned 


about delays, about slow progress, nor am I satisfied that we are 
doing everything possible to accomplish this objective. By that I 


mean what | am trying to say 

Senator SPARKMAN. By the way, Albert, let me say this: Perhaps 
| gave a wrong implication. 

Mr. Cour. No; | 

Senator SPARKMAN. No; I want to clear myself. I referred to the 
program as if it were all in 1954. Of course, I realize that it links to 
1949, and I am talking about the whole program. 

Mr. Coxe. Right. 

Senator SPARKMAN. Not just the part last year. 

Mr. Coie. I am not going to belabor the point, except I want to 
clear up this idea that length of time is necessarily bad. I would 
rather take more time and see that the program is properly and sub- 
stantially on its feet than to take a shorter period of time and develop 
a program which we would point to with dissatisfaction rather than 
satisfaction. 

This may be somewhat conservative on my part, but this seems to 
me to be indicated in this broad scale of approach. 

Now, as we talk about specific problems, again I want to say to 
vou this Agency in Government is no more perfect than other agencies 
in Government or private enterprise. We think that there are places 
where we could step ahead faster than we are. We are doing every- 
thing - can to speed up those procedures. 

But, beginning with that then as a broad policy matter, I might call 
ipon Norm Mason to talk a little bit about some of his problems with 
respect to perhaps the redevelopment program in F HA. Remember- 
ing, Mr. Chairman, that we have certain individual cases which are 
difficult by reason of the fact that people in good faith entered into 
them under the old law. Contracts were let. Property was sold to 
them. And the people who started the projects at that time were 
thinking about certain methods and certain procedures. Then along 
came the new law, the new attitudes and legi 

ider the act of 1954. And these people frankly found themselves in 

very difficult situation, because they had not envisioned that sort 
of an act to be carried out. 

Frankly, I believe that the act will be and is workable and that when 


ere occurs a reexamination of their situation, or other possible 


slative history set up 
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sponsors, that many of these immediate and sometimes seemingl) 
imponderable, impossible problems, many of them, will dlisappe ar 
But it takes a tremendous amount of work, a tremendous amount of 
discussion, a tremendous amount of energy and intelligence to over- 
come them. We are trying to - that very thing. 

Mr. Mason. Senator, so far as FHA is concerned, of course, we 
enter into this program as soon as ; the areas are set up and designated 
We have seven applications to date and no insurance issued as yet. 

What I did to help this program over the hump was—because | 
have to las my own agency to this new concept that you wrot: 
into the law and I have to work with members of industry who 
don’t understand it and coordinate these 2 groups—lI set up a very 
small department, 1 man and a girl, which has now gotten to 2 men 
and a girl, to do this liaison work between these 2. When we come 
to a stumbling block, we find out whether we can change our regu- 
lations to get around this stumbling block or whether the industry 
ought to make the change to make the program work. 

We find th: " the first programs we started with are the large ones, 
as Albert said, that were left over from the old title I] program. It 
was perfectly natural these people had plans drawn and were ready 
to go ahead 

Senator SpARKMAN. Let me ask right there of either you or 
Albert 

Mr. Mason. What I want to say before you go on is there are two 
parts to this program. ‘This isn’t just all big housing development 
programs. ‘There have to be both kinds. 

Senator SPARKMAN. Yes, and I was going to ask this. I started 
to ask it of Albert a while ago. Either one of you can answer it. 
Someone was talking to me recently about the slum-clearance pro- 
gram, and he made this remark if I remember it correctly. He said: 


If you will look into it, you’ll find that there have been slums torn dow: 
buildings torn down, but there hasn’t been a single development, there’s beer 
nothing built back on a single project 


Is that right? 

Mr. Fouturn. No, that is not correct, Senator. There is a project 
right as near as Baltimore that you can find where it’s been all built 
except 

Senator SPARKMAN. Was redeveloped? 

Mr. Foun. Oh, ves. 

Senator SpARKMAN. Under the old title I program? 

Mr. Fouurn. That’s correct. The housing has been built and is 
occupied, and the project will be completed as soon as the neighbor- 
hood shopping center is completed. There have been others, too. 

Senator SPARKMAN. By the way, is that primarily a residential re- 
development? 

Mr. Fouurn. That one is. And, of course, the biggest one which 
is well on the way to completion is the project in Chicago which the 
New York Life Insurance Co. bought, known as the Nylie project. 
That, of course, is about half completed on the residential end, and 
the shopping center is entirely completed. The other half will fol- 
low as soon as they fill this un. They’re doing it progressively. 

Senator SpARKMAN. Has there been any one where the redevelop- 
ment consisted in large part of business or commercial or industrial 
property? Both of these you mentioned were primarily residential. 
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Mr. Fouuin. Primarily residential, with its complement of business 
properties. 

Senator SPARKMAN. Yes. 

Mr. Fouuirn. No, there have been none that I know of where they 

re for, say, industrial use. There are a good many underway where 
they are being cleared, and the land will soon be sold. 

Mr. Cote. At this point, may I say this about some of the projects 
which I am sure the chairman must have in mind. It has to do with 
this question of the situation in which the sponsors found themselves 
under the old law and then the so-called change which has been eriti- 
cized perhaps as delay. Without naming the projects, let me—if you 
eare to have it, I will 

Senator SPARKMAN. May I savy the statement was made to me—and, 
of course, I have heard lots of statements—that not a single redevelop- 
ment has taken place even though the law had been on the statute 
books since 1949. It was just hard for me to believe 

Mr. Foti. No. 

Senator SPARKMAN. They said you would find lots of them that had 
been cleared out but none redeveloped. So that is one of the reports 
that I am glad to have set straight. 

Mr. Cote. Yes, Mr. Chairman. There are some where they are 
practically cleared, almost cleared, and some perhaps cleared. 

This happened. Sponsors bid the land in and expected to redevelop. 
They expected to redevelop under FHA insurance, section 207. It 
is my judgment that these sponsors, without realizing the problems 
involved in redeveloping and building under section 207, rather 
ne are bid in this property and thought, ‘“‘Well, all we have to do is 

down to FHA and have our project insured.” 

“They found that under the section 207 law there were many, many 
problems involved in securing insurance satisfactory to them where 
they could get sufficient builder’s profit. 

Mr. Mason. One of the large ones is the appraisal matter, as you 
know, where under section 207 you put up a project in a slum area 
and we don’t appraise it for anywhere near what it costs. 

Mr. Coie. Under section 207. 

Mr. Mason. We don’t think it’s worth that in that area. 

Senator SPARKMAN. Economic value. 

Mr. Mason. On account of the risk. That’s right. 

Mr. Coir. They found themselves in a difficult position and, in my 
opinion, would never have built under section 207. And they should 
have known it when they bid the property in. 

Now, it is our judgment that they are in a far better situation today 
under section 220 and that they have a very real prospect of building 
under section 220 and that the delays that they are talking about are 
delays which were inherent in the program, no one’s fault. 

Senator SPARKMAN. It is a matter of getting started in a new 
program? 

Mr. Core. Getting started and getting it worked out. That is 
my judgment on it. 

Now, if you want to talk about specifically what are the problems 
now in section 220, Mr. Mason ‘aa his people here will be glad to 
discuss that with you because it may be well to get on the table some 
of the very difficult problems with which we’ve been wrestling. 











8 DISCUSSION OF FEDERAL HOUSING PROGRAMS 


One of them is the legislative history developed in the Housing 
Act of 1954 and as a result of the investigation, which now has pro- 
vided for cost certification, vou understand, and that is a problem 


Sut in addition to that, we firmly believe in the Agency that the 


Congress does not expect us to permit builders and sponsors to 


redevelop projects in such a way that they will have all of their 
apital investment returned to them immediately or certainly not 
more than their capital investment returned to them at the end of 


the project Tha is an understatement of the problem. 
I just wanted to state that broadly, and then Mr. Mason and his 


people can pick up from there if you want to go into those issues, 
because the Vv are difficult 

Ir. Mason. Well, that certainly is one which has affected the 
borrower—his desire to get a proc ‘edure where he can get his capi ital 
returned and without nawiale a tax on it, Senator, also. That is, an 


income tax. 

Another problem is—it’s not an insurmountable one but it has 
presented some problem—that of land value because on some of thes« 
projects the sponsors hope to get increases in their land value over what 
it reasonably cost them. Some of them in redeveloping bought the 
land with buildings on it and had to clear those buildings and resettle 
the people, and in so doing they built up what they tell us is a tre- 
mendous cost, which we don’t believe is justifiable in any way as an 
increase in the value of the land. 

(Another problem is—and this one also is not an insurmountable 
one—but at the time these projects were conceived, many of them, 
the trend was toward the efficiency apartment, the one-room apart- 
ment, and we believe that that isn’t the way Americans really want 
to live. And we think that now the trend is toward more rooms. 
We believe that these projects should be redesigned so that over 
the length of the period of the loan these apartments will be desirable 
and rentable 

These are problems that we have met, no one of which is insur- 
mountable, but all of which, as Mr. Cole says, take time to iron out in 
a large project 

Mr. Coir. 1 wonder if I could state it this way, and check me on 
this, Norm, will you? I wonder if I can state it this way. We think 
that the legislation and the legislative history, the attitude of Con- 
gress, and the attitude of the agency now is that the sponsor in rede- 

eloping a project—I’m talking about the rebuilding of a project and 
using FHA insurance—should have some equity investment in the 
project. We are told that sponsors do not want to do that. But we 
do not see anything in the legislative history or in the legislation itself 
which permits us to have regulations which will permit the sponsor to 


get out completely whole at the completion of the construction of his 
prove 

Is that a fair statement? 

Mir. Metstretyu. That’s richt. 

Mir. Coin. And this isa problem. It’s areal problem. May I say 


{ think the sponsors in the past have been educated to the idea that 
{ do ret out whole n hundred percent. 

\[r. Mason. Let’s correct that, Albert, and say, ‘“‘some sponsors.” 
Af ‘ . % 

Vir. Col BE. (){ eourse, 
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\ir. Mason. Because I believe manv builders haven’t adopte« this 
B ‘ } _ : .— ae } 7 i 4] ‘ 
practice sut there is a small, hard core of laree operators tna nas 
that theory 
Mfr. Cote. There is a distinction between the mai he builder, the 
! 4 r 1 4 1 
ontractor, and the investor. We know tha \ vell W e ol 
, : 
We're well aware of the fact that a build a contractor hi 


as 
king capital which he wants to use continually as working czpital, 
and he’s not too much some of them: using the ] ' son again 

some ol them do hot want to invest that worku ipital eve La 


comparatively smaii equity in the project. 


itheretore, we are iced With the request I ‘ , © me 

sponsors that they have no capital in = ( ] what 
] ‘ | saath aie ‘ ; ‘ : 

we Deleve to be the lecislative intent of (oneress ere ist be 


some equity invested. 
Mr. Fouuixn. Mr. Chairman, could I add that I think tl diff ilty 
stems from the fact that there is no such thing as estment capital 


for housing m this country. 


| ’ RS ad 1] 
Mr. Mason. I don’t agree with that at all, J 
‘ y a : 
Mr. Fouiurn. Well, the ones that really people looked to as sourees 
of investment capital for much work of this kinc ere the insurance 


companies. Here’s New York Life in this big project in Chicago, but 


I 
they have said frequently, informally, that they intended to not go 


into the equity housing business any longer. Metropolitan Life 


Insurance had quite a spell at it, and we understand they are not 


nterested any longer. 


| just don’t know where you can find investment capital of the 
extent, the scope that is needed for these New York projects. Conse- 


quently, the people who are coming forth to buy this land are not 
investors. They are builders, and they are interested in these projects 
because they can get a profit on building the project. When it’s all 
over, they want to get out and move on to the next project. 


And I don’t know how that diffie lty is soins to be solved, but it 


certainly is basic to the trouble on these big projects. 

Mr. Mason. Could I add that they want to get out and move to 
another job but continue to be the owner of this project. 

Mr. Cote. Yes. Mr. Mason puts a very pointed finger on the 
problem. They don’t want to invest any of their capital in the equity 
but they want to retain the equity. Most of the 

Mr. Mason. I just point out this is not all the builders of the coun- 
try. Not all of the builders have abused the program, even when 
there was an opportunity to abuse it under the old—we are finding 
that continually in our investigations of the old happenings. 

Mr. Coin. Mr. Chairman, here’s what I think about it. I want 


to do and the agency wants to do everything we can to move this 


program ahead. We want to make our regulations as broad as pos- 
sible to see that the redevelopment program moves This is a very 
strong desire upon our part, a very strong desire on our part. We 
cannot move beyond that which we think the Congress has instructed 
is to incorporate in our regulations. And that means then that we 


must have some equlty investment in these projects. 

While Mr. Follin points out very clearly that some insurance com- 
panies, some equity investors, are not interested in too much equity 
investinent in multiple-family units, on the other hand I refuse to 
believe that there are not people in this country who are willing to 
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make a reasonable profit on these large projects and I mean they 
are tremendous, lots of money involved in this, and a great deal of 
profit involved in it under the regulations that FHA are setting up; 
these aren't pinchpenny regulations which they are suggesting; there 
is plenty of money to be found in it—and I refuse to believe that there 
are not builders, not sponsors, not equity capital in this country 
willing to go along with this kind of a project. 

If there are none, and if the program grinds to a complete halt, 
then, of course, we'll be talking about what should then be done. 
And I think that this discussion today will be helpful to the Congress 
to know what this problem is, because we are faced with it. 

It may grind to a halt. I don’t think it will. I think it will 
continue 

Senator SpARKMAN. Of course, these projects will be small in num- 
ber compared to building projects, but I was thinking as you were 
talking about the average builder. TI shouldn’t think he would have 
capital sufficient to enable him to move rapidly from one project to 
another unless he could sell his ownership and move on to the other. 

Mr. Coir. That’s true, Mr. Chairman. 

Senator SPARKMAN. It seems to me that is a severe limitation on 
the average builder. There are some, of course, that are not so 
limited. But when you are talking about investment capital, you’re 
talking about concerns like the Metropolitan or the New York Life 
or other big insurance companies that want to put it in there for an 
investment, for a lasting investment. 

Mr. Coie. That’s true. Now, one thing that I’m concerned about 

this: When a redevelopment project is undertaken and the sale of 
property is made to a sponsor, I have felt—I’m thinking off the top 
of my head a little bit now—but I have felt that the bids were so set 
up to encompass such a large area that it os all bidding, all 
competitive bidding, because there may be 1, 2, or 3 people able to 
get suffici ient money. 

It seems to me that the local public authorities working with our 
agency should consider the possibility of not insisting that just one 
organization undertake all of the redevelopment. It might be that 
it could be broken down into segments and divided up a little bit 
more under one plan, of course, of redevelopment. That is important 
and necessary. 

Senator SPARKMAN. By the way, when you speak 

Mr. Corr. Desirable. 

Senator SpARKMAN. When you speak of the planning, this question 
has been posed to me at different times as one of the difficulties. 
Why is it that a city must decide before it has received any planning 
funds which portion of an urban renewal area must be demolished 
and which part will be rehabilitated? In other words, it seems to me 
that that is a part of the planning. Don’t they run into a real 
difficulty on that? 

Mr. Fouurx. That’s correct, Senator. And they only have to 
indicate that in a very general way. 

Senator SPARKMAN. It’s a kind of a “guesstimate,”’ isn’t it? 

Mr. Foti. Yes, that’s al. And, as a matter of fact, our regula- 
tions will not require that those things be nailed down with any 
definiteness. We don’t want it nailed down when they come in with 
an application, because we are sure that the studies will require 
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onsiderable modification of the boundaries and considerable modifi- 
ation of what is the best thing to do in a particular area. 

And so we both, FHA and ourselves, are working with that with 
the idea of keeping that flexible and not making those final determina- 
tions until you come right up to the end and you are ready 
them a contract for the Federal assistance 

So I don’t think that that—-some people may have been worried 
about that in the beginning, because we haven’t had time enough to 
vet the proper procedure out and known to them 

Senator SPARKMAN. You anticipate no difficulty on that when the 
program gets going? 

Mr. Fouurn. No, sir. As a matter of fact, | hope that we can put 
these projects through without detailed work until we get into the 
execution stage. Then everybody can concentrate, not only the city 
people but our people and FHA, on what you do on a particular 
parcel, on a particular building. And I think that we can work that 
way. 

In fact, we are all determined to make that thing work, but it’s 
going to require quite a little study, and we’re getting right out on 
these projects ourselves and walking them through to see how to do it. 

Senator SPARKMAN. Let me ask you—excuse me. 

Mr. Mason. Excuse me. I was just going to say that Jim pointed 
out something that I think should be said. That is, under our present 
setup in the Housing Agency where we all work under one head more 
or less—that is, under Albert’s policymaking direction—we all get 
together much better on programs of this kind than we would under 
some of the former systems that we have had. 

Senator SPARKMAN. You will remember the little conference that 
you gentlemen sat in on, and that I was in on. 

Mr. Mason. Yes, sir. 

Senator SpARKMAN. With the mayor and some representatives of 
Louisville, Ky. 

Mr. Fouur. Yes. 

Senator SPARKMAN. I want to say I was rather impressed with the 
suggestion that some one of you made there of se tting up a task force 
to go in and work on that project. It seems to me there is a great deal 
to be accomplished by all of you working together at the same time to 
try to make the different parts dovetail. 

Is that what you have in mind by your statement? 

Mr. Mason. That’s right. We have the task forces, Senator, and 
we also have, in the new offices, the regional offices that have been set 
up around the country, an FHA representative in that office to be sure 
that this liaison works quickly with our insuring offices around the 
country. 

Senator SPARKMAN. I don’t want us to spend too much time on this 
to the exclusion of other subjects, but let me ask you just 1 or 2 
specific questions. I read more about these projects in Washington 
than any other place. Ido hear about the others. A couple of days 
ago, a few davs ago,there was a story about the Bush proposal that he 
was having to give up because he was a million dollars shy of the 
investment capital that he needed. 

Mr. Four. Yes. 

Mr. Coxe. Well, Mr. Chairman, I think FHA has this story. 


May we first say we don’t know why he gave it up. 


Lo vive 
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M \ieistTRELL. We have not been formally notified 

\I C'o We have no knowledge why he SAVE if ip 

senator SPARKMAN He had not started on it, had he? 

Mr. Fouu No 

Senator Si MAN. It was still in the workup stage? 

Mr. M ’ rhe negotiation stage. 

Mr. Fouuin. He bought it, Senator, on the basis that he would « 

rough with it if he got satisfactory financing. He felt he didn’t 
factory financing, so | am told by Mr. Searles who is the head 


local rece velopmy nt oOo] land agency, and theretore has indicated 


t he would not proceed with it. 
Now, fundamentally, it seems that it will require a great deal mor 
ment on his part than he had anticipated N Ww, you realize 
t his anticipation was based on the conditions priol to the 1954 
Yo inderstand that that he expected initially LO redevelop 
| suspect under section 207. but. of course. when section 220 cam: 
Alo! he has endeavored to utilize that, because, in effect, it is a more 


fay rabl section and Spt ‘ifically provides for this purpose. He has 
| 


“ 
hat it required that he 


lave more cash than he had expected to 
har 
\ eems also that he was involved in some section 60S 
rojec 
Mr. Cote. Better let that 
Mr I OLLIN Although that apparently was not a part of his 
ct Ss1i0n 
Mr. Cote. We don’t know. 
Mr. Fouiuin. We don’t know it was 
Mr. Coxe. | assume that’s right. We don’t know anything about 


his question about section 608. 

Mr. Mason. That ts right 
senator SPARKMAN. We read a good bit about the Zeckendorf plan 
Mr. Foun. Yo 

ator SPARKMAN. Is that still in the formative stage? 
KF OLLIN Yes sir. 

Senator SpARKMAN. There has been no contract on that, has there? 

Mr. Foti. No, sir. Mr. Zeckendorf has an agreement with the 
local land ageney to be allowed to study the replanning of the rest 
of the Southwest area outside of the section Mr. Bush was attempting 
to redevelop over a period of months. There is no agreement with 
him to sell him any land that I know of, and I don’t know to what 
extent he would expect to be the redeveloper himself. 1 think it has 
been said that he was especially interested in what they will call the 


I 1 


L’Enfant Plaza, which was to be a cultural and entertainment sector 


~~ 


sen 
Mi 


of the Southwest deve opment and also the area along the entrance 

boulevard to the Southwest where for the time being it 1s proposed 

tl ye Government buildings be placed which might replace some 

of the temporaries in Washington 

You will eall it there is a bill pending in the Congress which 

ld authorize GSA to deal with that construction separately irom 
has DASIS ( f erecting Government buildings 

| ; on on the Southwest project. The plan has not 

0 t hasn’t been presented to us as it will be in time, 


anda » ther ] a! aeinite Da i> of discussion of what may be don 
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Mr. Cote. May | interpose on the Bush matt | don’t know 
hi he turned it down or why he withdrew [ \c cv doesn’t 
cnov But | want to relat back to the thing | said thé eY TNS 

the broad policy matters with which some of these sponsors found 
hnemselves faced They were thinku Yr abou res Velopine ina 
07, naively, without understanding that they m: ver have gotte 
1 commitment out of FHA under the former law, under 207. They 

not even have gotten to it. Why SCCRUS I I HA’s les 

bia regulations under the forme: statutory authority ould no riy 
RHA the opportunity to begin to evaluat he redevelopme! project 
is vould be redeveloped, you see This ls tl hew cohcept oOo } 
edevelopment that gave KHA an opportunity now to consider sucl 
hings 

| don’t know whether this was his problem or not [’m just 


Mr. Mason. Mr. Bush had preliminary discussions, which go on i 
why big project between a spobpsor and FHA before the builder files 


an appli ation He sits down with us and discusses it to see whethe 

s going to come close to the ficures of the financial so that he cai 
arry through the project. He indicated to us that this was going to 
be about $12 million the project We sat down with him, that is, 


yur local insuring office did, and went over this form which is the infor- 
nation which we use in arriving at our appraisal 

While Mr. Bush had no definite plans, the indicated plans indicated 
to our local insuring office that the appraisal we would make would 
not be such that Mr. Bush would be able to finance it without putiing 
nh more money than he or anvbody else should have been expected to 
This meant redrawing of his plans and so on. And at that stage of the 
matter, that’s where it sets so far as our insuring office knows at 
present time 

He has paid no fee We don’t know that he has withdrawn, as fa 
as that goes, but that wouldn’t be necessary since he has not filed an 
application. 

Senator SPARKMAN. In other words, it was still in the preliminary 
stages? 

Mr. Mason. It was in the preliminary stages. There were no plans 
drawn. I mean ordinarily a man comes into this with rather detailed 
pictures of what he is going to do. All we had were pencil sketches 
of a very preliminary nature indicating the type of building that | 
was planning to put up. 

Senator SPARKMAN. | probably had an erroneous conception 

Mr. Mason. He did build some section 608 He also built some 
Wherry Act projects. 

Senator SpPARKMAN. I probably had an erroneous conception, but | 


uve been under the impression that when one of th : slum cle arance 


and redevelopment projects came up that, instead of 
two separate parts, there had to be a complete plan relating to both 
sides of if. 

Mr. Coie. Mr. Chairman, I am delighted vou raised that questio 

s the Administrator. That was not true prior to the Housing Act 
if 1954, and, frankly, prior to some additional authority which I ob- 
tained, which the Administrator obtained, in this last Congress. ft 


wasn’t because anybody was holding back. Everybody wanted to do 
job. But remember that the Housing Agency was not a coordihated 
agency at that time. It’s still a bit imperfect, may I say. Personnel- 


65098—55———-2 
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vise, beginning with myself, and all the way down, we are not perfect 
pt a 

ut since and shortly before the Housing Act was passed, the Agency 
now understands what we mean by coordination. We mean that the 
constituent agencies do operate their programs within their authority 
and jurisdiction and statutory responsibilities. That is their job. 
But we also find the very extreme need of coordinating the actions of 
these agencies together in redevelopment. 

This points up the whole problem, almost the whole problem, with 
respect to redevelopment prior to the Housing Act of 1954. The man 
would go to the Slum Clearance and Urban Redevelopment Division, 
get his program underway, and FHA would know about it I guess, 
| assume they did, and he assumed that because he was dealing with 
one of the housing agencies that all he had to do was get his title | 
moving snd that he could go down and sign a piece of paper and FHA 
woule | automatically give him a commitment for insurance. That 

vas not true. 

Now, if we do anything at all on this thing, Mr. Chairman, we must 
coordinate this activity, and by coordinating it, bringing FHA into 
the picture at the time. Mr. Follin is very much insistent that that 
be done, and Mr. Mason, and they are working extremely well together 
to bring it in at the beginning of the operations and any other facet of 
the agency, so that the sponsor, the locality, the people involved in it 
may know that they are working together and that it is a Govern- 
ment agency that is trying to do a job. 

Now, that’s 

Mr. Foti. Could I just 

Senator SpARKMAN. I certainly would agree with you in your state- 
ment. It seems to me there must be close coordination if the program 
as intended is to be carried to completion. 

Mr. Fouuin. Senator, could I just add one thing to Mr. Cole’s 
statement? Detailed planning of the housing which is going on the 
site is something that can best be done at the time the ‘vy are ready to 
build and go in for their financing, so that these projects didn’t there- 
fore require that as a part of the planning of the project they work out 
detailed architectural drawings and plans for building, of course. 

Mr. Mason. You knew it was to be a multifamily housing structure 
there but not how high the ceilings were to be or how large the rooms. 

Senator SPARKMAN. Yes. 

Mr. Fouur. I wouldn’t want you to have the impression that there 
was no plan, because even in the case of these New York projects, 
which are the ones that are so difficult to work out, such things were 
established as the percentage of land coverage and the number of 
families per acre, which would put the limitations on the use of the 
land 

In other words, land will sell in accordance with the extent to which 
it can be developed with families and, therefore, income. 

So, those things were determined, and on all these projects there 
were those things which are now a little difficult to work out under a 
new conception of the insurance. And here this land has been sold 
in those cases subject to those limitations, you see, and sold at public 
auction in New York, which is one of the problems that we are now 
facing as they try to redesign those—or to design them I should say — 
to design them specifically for things that a builder is going to erect. 
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But there has been in all cases a very definite plan. The reuse is 
roperly designated. And there should be no misunderstanding as to 
what is to happen on the project itself. But there was not this close 

coordination that there should be between the urban renewal 
FHA which now we are trying to provide for 
Senator SPARKMAN. I| think Jack Carter wants to asl 


aS 


and the 


< a question. 
Mr. Carrer. I talked with a number of these builders and sponsors 

these projects, and I'd like to tell you the problems they raised 
with me. 

First, they say that there is the question which the Senator brought 

up earlier, that the community is asked by the agency to submit plans 
before it has any planning funds. And the community, a case in point 
being Washington, D. C., feels that it cannot submit any plans that 
are any good without planning funds. They simply don’t have the 
people. They cannot tell, for example, whe ‘ther block A will be torn 
down or whether it’s good enough to be rehabilitated or whether 
another block could be rehabilitated instead of being torn down. 
They don’t know which areas will be completely demolished, and so on. 
So that they feel that they have to have planning funds before they 
can submit those types of plans to the agency, and yet the agency 
apparently insists that they submit those plans before they get the 
funds. That’s one problem area. 

Another problem area is that the builders are insisting that they 
don’t get a high enough valuation to permit them to go in and make 
any kind of a profit. 

Then the third problem apparently is cost certification. They 
refer to it as being renegotiated—that they will go in and build with 
certain costs and that the agency or the Government can then come 
back after the project is completed and say, ‘“‘We’ll disallow this 
cost, and we'll disallow another cost, but we’ll allow such and such a 
cost,’’ and they will find themselves cut ’way down from the amount 
that they originally thought they were going to build for. 

| think those are the major proble ms that have been advanced to me, 

Mr. Coir. We see no way in which we could eliminate cost certi- 
fication, and I see no way in which we would recommend to Congress 
to eliminate cost certification. It may be that we should reexamine 
some other method by which we can prevent windfalls. There may 
be some. We don’t see any. We'd be happy to have anybody make 
any suggestions that they have that would do that. 

The Congress has directed us and we believe in the idea of cost cer- 
tification, one way or another. I realize it’s difficult. And if FHA 
would so renegotiate cost certification procedures as to cause the 
builder a hardship, then I think FHA should reexamine its procedures. 

I know that the men who are now interested—I don’t mean to 
underscore ‘‘now’’—I know the men interested in FHA procedures 
want to do a fair and honest job and to give the builder a decent profit 
and a right profit, and yet I know of no other way but cost certification 
in which to do it. 

Mr. Mason. We have had cost certification in the Wherry Act 
projects for some time—2 vears now. ‘True, there have been a rela- 
tively small number of jobs. less than 20, but we haven’t had any 
loud wails from any of these builders that we have been unreasonable 
in our requirements on the matter. 
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Mr. Coni You see, we get it on both sides, as you are well uwal 
\1 too liberal? Do we let sharp operators take advantage o 
laive ad nistrators and put m phony costs, on the one side? And 
on the other hand, are we so tight and SO xtremely careful that 

don ve tl enough flexibility to operate? And it’s a difficult 

lay I say to you that again as a policy we want to do it within th 

I which [ discussed liberal enough to get these Froing, to 

| iopmen ovine, constantly moving in that direction, but 

il enough that we don’t let them run away with Government 
pported subsidies which they get 

Vii NI ASON (‘an add SO nethine? Wi have been talking about 

| things. t] things that we do that they don { like, It isn’t all 
0 I) score Kor instance, there is a question ol high-cost areas 

('oneress wave us the Opportunity Lo declare certalm areas high- 
cost areas (nd wherever— New York, for instance, and I believe 
New Jersey has made application—-wherever that relief has been called 
LO KH has studied it and has granted it. 

We have had them say to us, “The law permits you to make longe: 
tl a 40-year morigage.”’ Well, | don’t actually think that a longe1 
than a 40-vear mortgage is verv marketable or very sound. But if 
\ ave to have a 45-vear mortgage and they can justify it and find 
somebody that will loan them the money, FHA has said to them that 
we will do that 

have said ts s, ‘We don’t lke vour amortization method 
| ou require a level amortization. We wish level payments 
instead, with smaller amortization in the start.”’ And we have said 
t] ‘If you have a project and can show a need for getting the rents 

\ by this method, we’ll do that.”’ 

(nd we have been indicating to people who are interested in some 
f these projects in areas where minority groups are involved, or 

hing of that kind, that we would go along on that sort of applica 
tie fit can be justified 

Wherever Congress has indicated to us that we can help thes 
projects DV doing this, we have been trying to do it. 


senat 


or SpPARKMAN. Well, I think probably we had better move 


some other subject, because the time is passing. May I say 
s, of course, is k nd of a veneral, overall picture? 
NI M N. Surel 
e SPARKMAN. Undoubtedly later we will have discussions on 
Pet 
he way ou mentioned minority groups. Is that program 
ling satisfactorily I have had some complaints that I have 
on to vou trom time to time 
\ir. Mason. Yes. We always will have specific complaints, sir. 
nator SPARKMAN. Yes. 
Mr. Mason. But I believe that this year we’ve done more to get 
for minority groups and to get open occupancy in some places 
vork than we have done in a long while. And I will say 


he industry that has done this. We have helped, we have 
have sat down with them, but it has been the Association of 


Builders, it’s been the Mortgage Bankers Association, the real- 


have had a re al interest this program and have 
o work with Government to try to see that this housins 


Lnd we have done mor 
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Senator SPARKMAN. My impression has been there has always been 
willingness. The difficulty I think has been in the financing. 
Mr. Mason. Yes 

Mr. Cote. Mr. Chairman, may | 

Mir. Mason. The difficulty now, sir, if the: 

Senator SPARKMAN. Obtaining land? 

Mr. Mason. Obtaining land. The financing 
vossible under the voluntary home mortgage credit program if every- 
thing else fails. We have vet to have it fail on us 

Senator SPARKMAN. Well, may I just ask a « 
Is the voluntary mortage program working? 

Mr. Mason. That’s not my field, sir, but I would say it was 

Senator SPARKMAN. You mentioned if That’s the reason | thre 


eis one, is land 


is difficult, but it’s 


i W 
that question in. I know it’s out of order 

Mr. Coir. Mr. Viner, would vou comment on it? 

Mr. Viner. As far as minority groups are concerned, Mr. Chair- 
man, we have made 8&5 loans as of April 15 5 of which were for 
members of minority groups 

Senator SPARKMAN. Are those sizable loans? 

Mr. Viner. One was a 20-house project in Corpus Christi, Tex. 
One was a 10-house project in Jacksonville, Fla. And five were 


scattered around the country. We have several large projects 

Senator SPARKMAN. You didn’t happen to have one at Montgomery, 
Ala., did you, that we have been wrestling over a long time? 

Mr. Viner. If we don’t, I expect we will probably get it. We’re 
not at a point vet where we can tell just how effective it is going to be. 
But so far it seems that with the servicing problems in remote areas 
we're going to have a little easier time, if anything, on finding financing 
for minority-group projects. We aren’t sure, but that’s the way it 
looks at this time. 

Mr. Mason. This is one of the clubs that Congress has given us to 
make the regular lenders work, sir. That’s an off-the-cuff opinion. 

Senator SPARKMAN. I’m very much interested in it. I will say 
from the beginning I had considerable doubt as to whether or not it 
would work. I hope it does, because I think that if you can get it 
voing it might mean a lot toward solving some of the problems that 

‘have had down through the years with minority groups in remote 
areas. It could be enlarged even beyond that 

Mr. Core. Mr. Chairman, the minority housing problem is one of 
our most difficult problems, one in which we are deeply interested and 
concerned, and we are giving a great deal of thought and time to it. 
| might supplement Mr. Viner’s statement. We don’t know yet 
what the Voluntary Home Mortgage Credit Program will do about 
it. I only know that those people serving voluntarily, lenders, home 
builders, retail lumber dealers, life-insurance people, et cetera, and 
all the rest, are very serious about it and quite enthusiastic, and we 
see a very definite possibility of that being an effective facility 

As you well know, we have authority in 
minority housing. It has been our policy to 
rage Credit Program get moving, get star 


‘annie May to support 
t the Voluntary Mort- 
ed, and they are just 
now in the infancy stage and are moving, and their trend is very 
definitely upward. The things in the mill indicate that it’s going. 
jut I say to you that we are going to see what can be done in this 
field and then move vigorously to do everything we can to help with 
this problem. 
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Mr. Fouturxn. Mr. Chairman? 

Senator SPARKMAN. Go ahead, Mr. Follin. 

Mr. Fouirx. You go ahead, sir. 

Senator SpARKMAN. | was going back to this voluntary mortgag 
program. I read something in the paper probably a couple of Sun- 
days ago that seemed rather encouraging as to the number of partici- 
pants that you had brought into the program. Has it been satis- 
factory? 

Mr. Viner. Yes. We are getting more all the time, and we are also 
extending the coverage given through the country by a number of the 
lenders who had indicated certain States or areas where they weuld 

Senator SpaARKMAN. I wonder if you would mind making a very 
brief statement for the record as to just how this thing works? What 
vou do starting from the beginning. 

Mr. Viner. From the beginning of the program or the procedure? 

Mr. Mason. The procedure. 

Senator SPARKMAN. The procedure. 

Mr. Viner. Well, the way it works 

Mir. Cote. Pardon me. He wanted it for the record. 

Mr. Viner. To put in the record? 

Senator SpaARKMAN. No; I'd be glad if you'd state it right now if 
vou can do it briefly. 

Mr. Viner. All right. Briefly, it’s a clearinghouse operation. We 
have set up a roster of cards for each county where a lender has 
agreed to participate in the program by accepting applications. The 
applications are sent in to us on special forms for assistance, and we 
have a requirement that the applicant has been turned down twice 
bv local lenders before coming to us. If he is unable to obtain FHA 
or VA financing, then he can apply to us. Except for minority 

oups, he must be applying from an area declared eligible by reason 
of need. If he is a member of a minority group, he can apply no 
matter where he lives providing he has been unable to obtain financing 
on terms 

Senator SPARKMAN. Let me give you a specific case. A veteran of 
Cherokee, Ala., which is a qualified area for the direct-loan program, 
applies to the VA for a direct loan. My understanding is that it 
is automatically referred to you. Is that right? 

Mr. Viner. That’s right, sir; ves. 

Senator SparKMAN. How a you take it from there? 

Mr. Viner. The day we get it we send the application promptly 
to the first lender on this roster we have whose name comes up as 
being willing to lend in the county where Cherokee is. 

Senator SpARKMAN. Now, say the problem is that there isn’t a 
lender in Cherokee County but one in the neighboring Etowah County 

Jefferson— Birmingham. 

Mr. Viner. If we have a lender in the county, it goes to him first. 
If we don’t have a lender in the county, it goes to any lender whose 
name first comes up on the list as having expressed willingness to lend 
in Cherokee County—maybe a mortgage banker or savings and loan 
or a savings bank or some other institution that has stated it would 
lend in Cherokee County. 

Senator SPARKMAN. You have a list of the counties in the United 
States that are in the rural or semirural, or what you might call a 
remote area? 
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Mr. Viner. That is right. 

Senator SPARKMAN. And vou try to locate some mortgage lender 

hat is willing to make loans in each of those counties? 

Mr. Viner. That’s right; yes. We have at least one lender 
every county in the country and in Puerto Rico, Alaska, the Virgin 
Islands, and Hawaii. 

Mr. Carrer. At that point could I ask this: Don’t you send the 
veteran a form first before you start trying to place a loan for him? 
Don’t you sent him a form asking for certain information? 

Mr. Viner. If he is a direct-loan applicant, the VA provides a form 
to him. In other words, it writes to the veteran and says, ‘‘We are 
ready to take your application for processing for a direct loan.” 

Mr. Carter. Suppose a Senator sends you a small handwritten 
letter on a torn piece of paper from a veteran | himself, and you forward 
it to the respective area, the head of the particular loan area. What 
happens then? 

Mr. Viner. Well, that goes to our regional office in the area con- 
cerned, and the regional office immediately sends out our own appli- 
cation form to that veteran. 

Mr. Carter. To the veteran? 

Mr. Viner. Yes. 

Mr. Carrer. This is a case where a veteran is asking for a loan to 
buy a house. Does that application ask such things as “Have you 
ever done any building before? What type of insurance are you 
interested in? How many houses are in the project?” 

Mr. Viner. What you are talking about would be a builder appli- 
cation. 

Mr. Carrer. What I am talking about is one that was sent to the 
individual veteran who had written in for help and got the form back 
treating him as if he wanted to build a 50-house project or something. 
Of course, he was baffled and threw it in the wastebasket. 

Mr. Viner. That must be one of our regional offices, and | would 
like to know the case and make 

Senator SPARKMAN. They sent him the wrong form; is that it’ 

Mr. Viner. That is what it sounds like to me 

Mr. Carter. Do you have two forms? 

Mr. Viner. We have a separate form for an individual applicant, 
in which he gives his own credit standing, his own description of the 
house he wants to buy or build or have built, and the information 
that would be necessary for a lender in deciding whether he was inter- 
ested in the loan. If it is a builder who applies and is not able to get 
financing, we have a separate thing, which is I am afraid what that 
veteran got, telling what information we want for him to pass on to 
the lender. And then we have a lender form for lending institutions 
that have loans they want to originate. 

Senator SpARKMAN. Let’s follow my case on through, because it is 
a typical case. It is an imaginary case, a mythical case. A veteran 
applies for a direct loan in an area that is qualified, You have 
received it, and you try to connect it with one of the lending agencies 
willing to lend in that county; is that right? 

Mr. Viner. That is right, y 

Senator SpARKMAN. If that sada agrees, that ends it? 

Mr. Viner. On the VA applications, because they do have a legal 
charter to make direct loans when they have funds available. We 
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ven 20 working days in which to find a lender who says he 1 
ted in proceeding toward the making of a loan. Of course 
ionge than 20 days to get the commitment. So we have a tim: 


it 


funds are available for making direct loans in that county 

then the VA has the right if unable to find the lender to take it back 

nad »] ess if as a direct loan If he has been way back on the 
¢ list and his number does sn’'t come up for a direct loan, we are 
asked to return the application. So that supposing our first 

cit that we send it to decides that he is not going to mi ake a loan 
sn’t interested in the application. He sends it back to us and wi 
mmediately send it to the next lender on the list who says that he i 


ng to lend in Cherokee County. 
Wi non gone 


} l 
aC toatl loa 


Now, in some cases the loan may be rejected 2 or 3 times becaus« 
ih] plicant’s credit 


Perhaps he isn’t interested 


is not satisfactory to the lenders. In those 
ases we may feel the time hasn’t already arrived but it is pretty 
hard to go on in view of the 


o make that loan With screening done beforehand by the VA of 


applications, those cases will become a little rarer than they wer 
the beginning when we were just getting started. 
In the other case, where perhaps the reason given is ‘We don’t 
vant to go into that area and don’t like the location,” 


we will just 
em until we run out of lenders. 


eep referring 


Senator SpaRKMAN. You do think it is a program that will grow? 
Mr. Viner ‘Oh. ves. Our volume is increasing very rapidly now. 
ea 
i ; 


se 85 loans that I reported to you as of April 15, 
were made in the first 2 weeks of April. Since that 
partial report We now have about loans in the next 2 weeks 
after the 15th of April. That isn’t complete for all regions. 

We have one problem that makes the figures on loans look rather 


small. We received 4,278 applications through April 15. Only 


en made, but we have : 


55 of them 
time I have a 


So 
lso found that of the applications 
1 the hands of lenders on that date, almost 50 percent of them were 
enders that said thev were interested and were just waiting for the 
ppraisal, the credit re seach and various things that take up to as oe 
as 3 months in some cases because of the backlog of appraisal 1 
juests. So that we fool that we are going to have an 


number of loans made and increasing activity. 
Mir. Cote. Mr. Chairman 


oans have be 


incre asing 


‘ an, vou may want to proceed now with the 
uubhe housine 
senator SPARKMAN | thought we would move on to that subject. 
We have special problem areas in suggested legislation for public 
hous r Do vou want to comment on it? 
\ir. Suussi lust ina general sense. Let me say, Mr. Chairman, 
at generally in the program in number of units and in the mechanics 
of worki t out we have been working verv closely with Mr. Follin 
her ie title I program. We have the daily interchange of 
tistical information as he moves into a program, and as we get the 
tions we keep constantly in touch with him and work with 
In Ve do find this as part of our difficulty: that there are, I think, 
something like 18 States which do not have redevelopment laws and 
Lay sked for some public housing. We have had other areas where 
the ) have rede 


velopment laws that do not carry a 


a renewal pro- 





intil every reasonable hope has been vlven up oft 


fact that no lender is going to be willing 


Is 
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vram or redevelopment program and have asked for some pub] 
housing [hose we are not able to satisfy, of course, at this tim: 
naer the law There is bow lecislation proposed to help that 

The other thing that is bothering us, of course, is this thing of tim: 
imit, living within each fiscal year. We get an allocation and then 


ret 
et 


in into a fiscal vear deadline date and must 
inder or as Many as we can under by that date. Under the present 
program, that is not quite possible, because the city would have had 
to have an opportunity to do their planning and programing study. 
So therefore this vear it is going to be somewhat difficult for the: 


get within the year’s allocation 


all the contracts 


We have asked for an extension of 
the allocation of this year into the next year, so that the cities ms 


ay 
have proper time to plan and program their work 
| think that generally covers the points that we had in mind 
Senator SPARKMAN. Let me ask you this Back when the program 


was curtailed some 2 or 3 years ago, there were a 

maller cities and LOWNS just coming unde! You remembe! 
rovision to which I refer. They were just getting 
hat when the curtailment came. A 
applications pending. In fact, many 
ipproved and were ready to 


vreat Many of the 


well started with 
creat many towns had the 
of them had already been 
vO, What has happened 


to those 
applications, and what will happen in the event the amendments that 
you propose go through? 

Mr. Stusser. Well, those applications were cut off. 1 don’t jus 
remember the number. There was quite a large number The 
were cut off in 1953, and there has been nothing further do ith 
them At that time the Congress instructed us we were not to entel! 


nto any more contracts or preliminary loans. Therefore, we had to 
arry over many of the contracts that had been entered into under thi 
949 act, which as of this vear, at the beginning of this fiscal year, was 
about 36,000 contracts that are still operating. Those 


ao not come 
within the scope of the 1954 act. We will build some 15,000 of those 
inits this vear, leaving a residue of about 20,000 units under annual 


contribution contracts. Now, then, as they come in the title | 
program, we review these original loans, preliminary loans that were 
made, to see how far advanced they were with their planning and the 
programing, which has aided us in helping them to 
title I program and permit us to move in as 
itihzing what work they had done in the past 

Senator SPARKMAN. During the current year you are tied to the 
slum-clearance program? 

Mr. Stusser. That is right. 

Senator SPARKMAN. Do you propose in yout! amendments to seve 
that tie or to loosen it somewhat? 

Mr. Stusser. Yes. 


é } | 
fet uD cLose to tine 


raplaly as we ca D\ 


We are asking for the right, where a city 
comes in and asks for a public housing program and does not want 
an urban renewal or redevelopment program, that they may be 
permitted with a workable program submitted to the Administrator, 
and proper planning—that they still will be a slum-clearance program, 
however. 

Mr. Coxe. But not title I. 

Mr. Stusser. Not title]. But it must be a slum-clearance program. 
They must have approved a workable program 

Senator SpARKMAN. A workable program? 
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Mr. Stusser. That is right. 

Senator SpaRKMAN. Which might or might not be slum clearance? 

Mr. Stusser. That is possible. 

Senator SparKMAN. The reason I ask that is because naturally 
[ am more familiar with projects in my own State than anywhere 
else, but I am sure they are typical. I imagine in most of those 
towns —and I think there were thirty-some of them that were cut off 
in 1953—they were ready to go. I rather doubt that any one of 
them involved what you would call a slum-clearance project. Probably 
it was simply supplemental housing. In fact, most of them were in 
towns where they did not have a great many slums, slums as we 
usually know them. So I was curious to know just how that program 
would proceed under the proposed amendments. 

Mr. McFartanp. They would be eligible programs if it could be 
shown that these people were being dislocated. 

Senator SPpARKMAN. That is true now. Would that still be true? 

Mr. McFartanp. That would still be true under the proposed 
amendments. It would not be tied to title I. 

Senator SpARKMAN. If they were being dislocated? 

Mr. McFartanp. It would still retain the time limitation that the 
public housing program has for dislocatees from any form of local 
action 

Mr. Hunrer. The law now requires that the Administrator certify 
that the new units are needed to take care of people who are displaced 
by a title I project. Now we are suggesting that it be changed so 
that the number will not exceed the number of people displaced by 
any type of governmental activity, whether it is title I or some other 
type of State or local activity. The trouble is under the present 
requirement 

Senator SpaARKMAN. Wait just a minute. The Senate wrote that 
into the act last year, didn’t it? It was discussed. 

Mr. Coie. I think the House wrote it in. 

Senator SPARKMAN. I know there was some discussion. It seems 
to me it was in conference. I am not sure. 

Mr. Coir. The basic concept of relocation of displaced persons as 
a result of governmental action is still in the law as proposed by the 
agency. 

Senator SpaRKMAN. Of course, you could have replacing of old, 
wornout houses without it necessarily being what you would ordi- 
narily call a slum clearance project. 

Mr. Coie. That’s right. 

Mr. Stusser. It could be building code enforcement, bridge build- 
ing, or anything that is going to displace them. 

Mr. Hunrer. As long as you require the number not exceed the 
number of people displaced. They have priority. 

Mr. Fouiin. Of course, it could be rehabilitation also, and if the 
law is going to be changed to make it dependent upon a public housing 
project, that is, slum clearance, that might be more restrictive in a 
small town than the way the law now reads. 

Senator SPARKMAN. Yes. 

Mr. Carter. How are the communities going to arrive at a work- 


able plan? Are there any planning funds, or do you require plans? 
What do vou require? 
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Mr. Coir. The workable program does not require planning funds. 
In our judgment the preparation of a workable program does not 
require planning funds. 

Mr. Fotury. You are not planning projects in that particular 
thing. 

Mr. Carter. Is it set up so that the community with its own facil- 
ities can submit a workable plan? 

Mr. Foun. Yes. 

Mr. Coie. Without question, and to eliminate any question that 
the workable program at this stage is such that it is restrictive, we 
say that there are certain basic minimum requirements under the 
workable program which can be met by any city that really wants to 
face up to the problem. Maybe Mr. Follin wants to comment further 
on that. 

Mr. Fouiry. It simply indicates that the community understands 
its whole program of slums and blight and has its ideas that it should 
go about it in a certain way. There is not great study required in 
order to formulate a workable program. It is when you come along 
to individual projects, whether they be clearance projects or rehabilita- 
tion projects, that you need the planning funds in order to draw up a 
renewal plan and to document it and support it to get Federal assist- 
ance. So it is not a big task on the part of the city. It really means 
that all their various departments have got to put their heads together 
and bring forth information on what they are doing and how they 
think they ought to do it. In many cases, for instance, they may not 
have codes and ordinances that completely cover this matter of slums 
and blight, and they have to define minimum standards on the basis 
of which dwellings can be occupied lawfully. And so they may find 
that in studying “this the y have to draw up a housing code. If they 
need help to draw up a housing code, we are glad to give them that as 
a part of our urban renewal service. And of course there are many 
other sources that they can draw upon locally and in their own 
States. 

Frequently the State health departments are in a position to aid 
them on such matters, and they can also get help from other cities 
that have gone through that. So it isn’t such a big problem to draw 
up a workable program. It is when you start to carry out the work- 
able program, when you begin to put through this rehabilitation 
project or this clearance project or public housing project or whatever 
it is that you need the planning funds. 

Senator SparkKMAN. Anything further you want to add, Mr. 
Slusser? 

Mr. Stusspr. No, I believe not. 

Mr. Carrer. I just wanted to ask this one question about whether 
the 35,000 units we now have authority to build have any relation to 
need. The reason I ask is that I have some information which shows 
that—— 

Mr. Coxe. The answer is “No.”’ 

Mr. Carter. As of April 1, 1955, the Administrator has certified 
some 55,862 units, which indicates that you feel perhaps that those 
units could be built if you had the authority to build them. 

Mr. Coin. Well, as I said when I interrupted you, the answer is 
“No,” it is not based on the need. May I say a careful definitive 
examination of each one of these applications might change the 
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some of those areas we have rone DbaCK again and started to issue 
culative commitments after the surplus was taken up 
senator SPARKMAN. There were a couple ol things 1 was afraid of 


One was this geographical maldistribution that might develop 


nless it is watched very closely in the various communities. | 
ondered what was happening as between different economic levels of 
OUSINE And the third matter was one that has been mentioned 
eviously. | have heard many statements to the effect that rental 
ousing was virtually drying up. <A lot of people say that perhaps 


t 


hat is a good thing because it means people are buying their houses, 


it | think we all agree that we will alwavs need some rental housing 


\s cood a thing as homeownership is, rental housu vrous necessary 
Do vou have any comments on that, Mr. Mason? 
Mii MASON. | will Say that Vacancies mm ‘ntal housing are m- 
easing. 
Senator SPARKMAN. On the increase 1 understand 
Mir. Mason. Thev are increasing very slighth t is not a wild 


pward movement at all, but the hgures are up this fractional amount 
lmost anvwhere in rental housing. 
Senator SPARKMAN. Of course, you would normally expect that. 


here was a time we didn’t have enough housing 

Mr. Mason. We have this charge all the time that we are moving 
eople out of rental housing into sales housing, and all I can say is the 
cures do not bear it out. 

Senator SPARKMAN. You would say the vacancy increase indicates 

normal shift? 

Mr. Mason. That is right. 

Senator SPARKMAN. As the housing requirement becomes more 
nearly met? 

\ir. Mason. I think that is correct, su 

Senator SPARKMAN. In other words, for a long time | do not know 
how it is now—we had an abnormally low rental vacancy 

\Ir. Mason. That is right, and that was caused by various things. 

Senator SPARKMAN. The searcity of housing, primarily 

\ir. Mason. It came from one thing or another, such as inability 
to build, and uneconomic building because of rent control, and things 
of that kind. 

Senator SPARKMAN. I wonder how the scale is running as to the cost 
of housing. What price housing are we building? 

Mr. McFaruanp. | have a figure on that. There has been a very 
substantial change in distribution of housing. In 1949, one-half of 
all the new homes sold were practically $9,500 and under. One-fifth 
of the homes were over $12,500 Last vear the situation was almost 
exactly reversed. About half of them were over $12,500 last year, 
and about a fifth of them were under $9,000. People are able to afford 
larger homes. 

\Ir. Mason. Are those figures adjusted for change in costs? 

Mir. McFartanp. Yes. Those are not adjusted for changes in 
cost of construction. 

Mr. Toornton. There has been a 35-percent increase in the median 
price of homes in the past 5 years. The cost index has gone up 18 
percent. This suggests it is not all due to increases in cost.. The 
people are buying somewhat better homes, somewhat larger homes. 
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Senator SPARKMAN. Just roughly, what would be the monthly 
payment on a $12,500 house? 

Mr. TuHornton. Around $75 to $80, including taxes and insurance. 
and that will vary from city to city, depending on taxes. There 
would be something like a $55 monthly payment for principal and 
interest, and then perhaps $15 for mortgage, taxes, and hazard 
insurance. 

Senator SpARKMAN. In other words, it would take about between a 
$4,000 and $4,500 income to sustain a 20-percent payment for the 
home, would it not? 

Mr. Tuornton. Yes; four to five thousand. 

Mr. Carrer. I wonder if I could raise the point that has been raised 
bv so many pe ople in the press about ho downpayme nt. Would you 
tell us how many no-downpayment loans are insured by FHA? 

Mr. Mason. The only no-downpayment program is disaster housing 

RHA 

Mr. Carrer. In other words, FHA does not make any except for 
disaster housing; a very small program? 

Mr. Mason. Yes. It is an insignificant program. 

Mr. Carrer. No-downpayment loans? 

Mr. Mason. That is correct. 

Mr. Carrer. Those are under another act. You do make 30-year 
loans? 

\Ir. Mason. Yes, sir; we do. 

Senator SPARKMAN. What about these package arrangements that 
we have been reading cme where they sel] a house with a car and 
garage and with TV set, and so on. Sometimes it sounds as if the 
builder almost pays the f ‘low to buy a house. 

Mr. Mason. In some cases they do, sir, but not under FHA. 

Senator SpaARKMAN. In other words, that does not come under 
your jurisdiction? 

Mr. Mason. That is right. There have been advertisements, 
however, “We will pay vou $50 to move into our house.”’ 

Senator SpARKMAN. I said that facetiously. I did not know that 
was true 

Mr. McFartanp. That is true. 

Mr. Mason. But not under FHA financing. 

Senator SpARKMAN. Shall we take the next item? 

Mr. Coie (reading). 

FHA refusal to insure mortgages for builders who receive section 608 windfalls 
unless refunds are made 

Senator SPARKMAN. That is our blacklist or gray list or whatever 
it may be. Is that it? 

Mr. Coir. I would like to have FHA talk about it, because I think 
it is an important discussion. 

Senator SPARKMAN. I would be very glad to hear that discussed, 
because there has been I think a great deal of—well, shall I say a 
great need for clarification of it. 

Mr. Mason. I will ask Mr. Meistrell, my general counsel, to dis- 
cuss that 

Mr. Mertsrreu. Senator, there has been a good deal of misappre- 
hension about a so-called blacklist or gray list, and it has been face- 
tiously referred to as another kind of list. Perhaps if I give you a bit 
of the background it might shed some light on our present procedures. 





DISCUSSION OF FEDERAL HOUSING PROGRAMS 27 

You will recall that there were two investigations, one conducted 
by Mr. Cole and his organization and one under Senator Capehart 
In the course of that investigation a questionnaire was sent out to 
the various mortgagor sponsors, asking for certain information. 
There were approximately 7,000 of those questionnaires sent out. 
Under the charter with these mortgagor corporations, and under our 
reculations, we believe that the FHA had a legal right to require that 
information, and it has been so held judicially in a recent case which 
we litigated. 

Senator SPARKMAN. What case? 

Mr. Meistretut. The Lynwood Park case in Newark 

Senator SPARKMAN. Is that the New Jersey case? 

Mr. Metsrreuu. Yes, sir. We received about 1,200 of those 
questionnaires. The balance were either refused or they failed to 
reply, with the result that we were inadequately prepared to make an 
intelligent appraisal of these section 608 projects 

There was no such thing as a blacklist, which has been a term 
created to indicate that we had such a thing. During the course of 
the investigation we set up in Washington what I might call a control 
point, and as we have received information as a result of the i investiga- 
tion we compiled that data and advised our local insuring officers 
that when applications came in from persons who were involved in 
the investigation that they were to first communicate with Washing- 
ton. The purpose was to determine whether we had sufficiently 
adverse information on those persons to dictate a policy of not con- 
tinuing to do business with them from a purely underwriting 
standpoint until such time as we had all the facts. 

We analyzed the 1,200 questionnaires that were submitted, and in 
some instances there were some very shocking revelations. The others 
that did not submit to the questionnaire were doing business with us, 
and we were getting serious complaints from the industry that we were 
doing business with certain individuals who were known to have made 
very substantial windfall profits, and there seemed to be considerable 
inequity in that procedure, with the result that we recently set up 
another procedure in which we sent out to our local offices a require- 
ment that when a builder came in with his application that he was to 
fill out a form which would indicate whether or not he had participated 
in any multifamily building operations, and, if so, whether he had 
filed a section 608 questionnaire. If he did, that was the end of it. 
The local office would again check with us in Washington to determine 
whether or not he was a good underwriting risk. If he did not file a 
section 608 questionnaire, he was asked to do so. 

lam pleased to say that we have obtained in excess of 4,000 of those 
questionnaires as a result of this procedure. When we received the 
questionnaire; we analyzed it to determine whe ther on the face of it 
there appeared anything that we should investigate further, and where 
there was evidence on the face of the questionnai ire which indicated we 
should go into the matter further, we have done so. We have called in 
the individuals and had a conference with them and afforded them an 
opportunity to explain any apparent irregularities that may have ap- 
peared. We have had settle ment negotiations in a great many of these 
cases, and a good number of the builders have made adjustments by 
reducing the mortgages. We have prepared cases and sent them to 
the Justice De partment for civil or criminal prosecution. 
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Vhs S very briefly oul present procedure 

Mir. Co | want to add as a matter of policy that the FHA put 

wav: that builders who have not violated any criminal statutes 
re not guilty of fraud, misrepresentation, or violation of the con- 

i erms lave nothing to worry about. 

Mir. Mersrreny. Perhaps I should mention the large number of 

eSe 4 es Wl h involved chartet violations The common patter 


when the mol rave Was finaled out and closed the cash that 


mortgagor corporation Was gel erally taken out very 
uptiy through stock redemptions, through dividends, or through 
us to the officers of the corporations #4 either of those categories 
the charter with RELA, because they were not pet 
( to ao ft ’ without our consent The Lynwood Park Cust 
arter violation and the court there bas held that thev were 
“\ were en led to a questionnaire, and that we wer 
Where we have had charter violations or loans to the officers, wi 
LVé aaa it those charter violations be corrected as a condition 
» resuming business with the FHA. We are approaching it purely 
om the standpoint that we are putting Government money at risk, 
id it is just good commonsense business practice from the stand 
Ont OF Operating a large msurance company that we underwrit: 
which we believe are sound 
Senator SpPARKMAN. You say vou received 4,000 replies? 
Nii NI BISTRELI Yes sir. 
Senator SPARKMAN. Out of how many + 
\ir. Metsrreti. Approximately 7,000. 


\ir. Mason. May I clarify this? We don’t mail the questionnan 
each one of the 7,000. This form only applies as the builder or the 
onsor comes in for more FHA insurance. 
Senator SparKMAN. You have had pretty complete cooperation 
have vou not? 
Mr. Metsrretit. Yes, we have. Since we put in this procedure, 
iave had verv good cooperation. 
Senator SPARKMAN. Will vou gentlemen from the Veterans’ Admin- 
tration take a seat around the table there. We are very glad to 
ave vou with us. We are talking on something now that concerns 
FHA rather than VA. We are almost through with it, and then 
perhaps we will be ready to move into the VA field. 
Mr. Core. Mr. Chairman, may I add one more thing for clarifica- 
on. The word ‘‘windfall” as I see it may or may not mean ‘‘mortgag- 
out.” | think it does. In other words, where the sponsor obtains 
ore money by reason of his FHA insurance and mortgage than it 
ost him to build the projects, that may or may not be a violation of 


is charter or contract. It may not be the result of fraud, misrep- 
esentation, or criminal action. He may have outguessed the ap- 
praiser. He may be an efficient builder. That is why I say that the 


vuilder who has not violated the charter or a contract, is not guilty 

f fraud or misrepresentation or criminal actions, has nothing to 
mr al 1 

orry about 


) 


| must say this: that in the process of a tremendous investigation 
that went on, of course there were delays, and people are sometimes 
having some difficulty in getting their applications processed promptly. 
But having the responsibility that FHA does, it seems to me that it 
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was the only thing they could do as an underwriting procedure, to 
determine whether or not people asking for additional insurance were 
proper credit risks. : 

Senator SPARKMAN. I| certainly do not see that anyone could 
criticize FHA for making every effort to be assured that the person 
they do business with is fully qualified and is a square dealer, I suppose 
is a good way to put it. 

Mr. Mason. Will play the game according to the rules. 

Senator SPARKMAN. Of course, I am glad that Albert made that 
distinction regarding windfalls. I have not gone along with a great 
deal that has been said about these so-called windfalls. I have 
regarded it as being unfortunate, looking back upon it, action on 
the part of the Congress. We wrote it into the law, calling upon 
FHA to estimate these costs on the basis of a typical builder. As 
Mr. Cole said, if a man is an efficient builder and can do better than a 
tvpical builder, he couldn’t help but mortgage out. If you allowed 
him the scale of architect’s fees that was standard under the practice 
of the American Association of Architects, or whatever the organiza- 
tion is, and if you allowed him the 5 percent builder’s fee, when you 
were giving him 90 percent insurance—90 percent plus 5 percent plus 
5 percent is 100 percent, and that is 100 percent of a typical builder. 
If he is better than a typical builder it was bound to go over 100 per- 
cent. I knew that was the law, because 1 remember our arguing 
about it when it was written into the law. I remember the various 
efforts that were made from time to time to amend the law and the 
difficulties we had in trying to produce housing quickly and in great 
quantities and yet having the delay of getting actual costs. Those 
were the problems that were put to us. Of course, if there was fraud, 
if there was abuse of charter rights or anything of that kind, it is a 
different proposition. 

Mr. Coin. Mr. Chairman, we do not want in any sense to indicate 
that the great number of sponsors and builders, even of section 608, 
were in violation. Isn’t that correct? 

Mr. Mason. That is correct. 

Mr. Coir. A very small percentage. 

Senator SpARKMAN. I have felt that that was true, and I certainly 
hold no brief for anyone who willfully violated the law or who by 
manipulation abused his rights and privileges under the charter. 
But at the same time I do not believe that the whole mass of builders 
ought to be indicted or submitted to any kind of an elimination 
process in order to continue to build houses. 

Mr. Carrer. I understood this gentleman to say that when the 
information requested by the FHA had been filed that was the end of 
it as far as future insurance was concerned. 

Mr. Meistre.u. That is correct, when the information is filed and 
we have had an opportunity to examine it. 

Senator SPARKMAN. Provided he finds nothing ps — 

Mr. Carter. I am referring to that Madway case in which the 
builder has filed the information and in which you had requested 
that he make restitution, I believe the term 1s, and he refused to 
repay any money. 

Mr. Mersrrewu. In the Madway matter we analyzed the case, and 
we had innumerable conferences. There was a personal loan in 
excess of $350,000 that we felt seriously affected the security of our 
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mortgage. That money had been taken out as a personal loan to 
one of the Madways That Was one of the issues that we felt should 
be settled and that it should be paid back. There were some other 
facts in the case also which we were attempting to negotia t¢ and settle, 
but we were not able to satisfactorily conclude it in a settlement 
conference, and \Madway sought to sue us. That is pending how 

Mr. Carri You felt there was something illegal or immoral? 

Mir. Metstreiyi. That is correct. 

Senator SPARKMAN. Before we move on to the VA loans, there was 
one thing, Mr. Mason, that I wanted to ask you. Some people were 
talking with me about a practice which they seemed to think was rather 
reneral, at least in some areas, of builders Pelting away with the use of 


lower grade lumber than was required In fact, 1 dictated a memo- 
randum in my office to them, and I will read the memorandum. | 
dictated it myself in their presence. These gentlemen said: 
\ reas Fed | Housing Authoritv regulations require the use of No. 2 lumber 
tter in all FH A-insured houses and also in V A-guaranteed houses, many 
r in which builders get by with the use of No. 3 or No. 4 lumber 


In fact, I was told that in areas where lumber is used that is un- 
graded and unidentified by not carrying a stamped grade on the lum- 
ber, such is the common practice. They know of particular cases, and 
believe they can furnish names and addresses. I pinned them down 


and thev gave me this: 


Rece tly iz Birn Ingham a representative of the Souther Pines Inspection 
ted houses that were inspected by an FHA inspector and made a file 
findings his file is in the hanes of Mr. Carl Wegand, the administrator in 
mingham. The previous appraiser of the Veterans’ Administration reports that 
upanied one of his inspectors on some veterans’ ho ising projects 1n which 
t that much of the lum er used was below standard and had to be torn 
he contractor, and upon a visit to the retail yard that sold this lumber 
th was sollas No. 3an! No. 4lumber. In other words, there wasn’t 
stake in the purchase o° it. No pretense was male of its being No. 2 by 

retail vard There were 40 carloads involved. 


That is just in one area, and as I say I know nothing about it except 
as they related it to me. They were from my State, but they say 
that in a good many areas that is a common practice. 

Mr. Mason. I challenge the fact that it is common practice. 

Senator SPARKMAN. You have that one case that was pretty 
definite. They say certain facts are in the hands of the administrator 
in Birmingham. That can be checked. 

Mr. Mason. FHA is tickled to get complaints of this kind and to 
check them. We have requirements as to grade marking, and we 
have found in actual practice that a requirement as to grade marking 
works in an area only if the industry in that area is willing to back 
it up and give the builders grade-marked lumber. 

Senator SPARKMAN. The complaint is not so much the grade marking 
but that where there is not grade marking, of course, it is easier to 
get by. In this case they said they found No. 3 and No. 4 lumber in 
the house, and they went to the lumberyard and got out the invoices, 
and it showed it was sold for No. 4 and No. 3 lumber. 

Mr. Mason. Our inspectors inspect the house at a stage which 
will reveal the framing of that house. We have inspections that do 
reveal to us what is in the house, and if our inspector is passing lumber 
that is not correct, we want to know about it. We like these areas 
where grade marking is required, because it is very much easier for 
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our inspector. He only has to hunt out and find the grade marking 
on the pieces to know that the job is right. It doesn’t require so 
much judgment on his part. But certainly I mean this kind of 
complaint could apply not only to lumber but to many of the other 
products that xo into a house. There could be a case where this 
h appened, but to say that it is common practice, I do not believe that 
is correct. 

Senator SPARKMAN. He did say that it was common practice, 
but I don’t think he meant over the whole countrv but mavbe in 
certailm areas. 

Mr M ASON. | would like Lo know whi re this Is 

Senator SPARKMAN. It is in Birmingham It savs the findings 
are in the hands of Carl Wegand in Birmingham. 

Mir. Mason. Who is he? 


Senator SPARKMAN. He is the director for the State of Alab: 


1 ima 
Mr. Mason. We want good lumber in these houses, because we 
want the houses to stand up to our mortgage 
Senator SPARKMAN,. Certainly, we alldo. When you first move into 
new house it 1s all smoothed over and defects don’t show up. But 
those dark spots appear in a vear’s time 
We will move on to VA housing now. Will vou please give vou 


names to the reporter 

Mr. Srone. Ralph H. Stone, Deputy Administrator for Veterans’ 
Benefits, and Mr. Thomas J. Sweeney, Assistant Deputy Adminis- 
trator for Loan Guaranties. 

Senator SPARKMAN. We are glad to have you gentlemen with us. 
We have been having a quite informal discussion of the housing 
program generally, with the exception of the VA. | haven’t been 
able to pull these fellows out on VA housing at all, so we have been 
waiting for vour arrival on that part of it. 

Would you care to say something to start as to the program? 

Mr. Stone. Our program, as e ree knows, has been expanded 
a great deal during the past year or year and a half. It has probably 
doubled what it was a year aaa . half ago in number of jobs to be 
accomplished every day. There aa ‘sn’t seem to be any le ‘tup 1 in it, 
and of course as loan guarantee privileges expire in 1957, we i 
pate a great load through the next 2 years at least. Mr. Sweeney is 
in charge of the technical program, and anything that you want of 
that nature we will be glad to answer. 

Senator SPARKMAN. | might ask a few questions, and Mr. Jack 
Carter will ask some. As I stated in the beginning, it is not our pur- 
pose to go into details on legislation. We are going to have hearings 
on legislation commencing the 10th of M: ay. 

There has been a great deal of comment here of late, and I would like 
to hear you discuss these no downpayments. As I stated awhile 
ago, | have read come articles about package deals and special offers 
and incentives. In some cases the builders apparently were paying 
the people to buy their houses instead of requiring a downpayment. 
Would you care to discuss that and tell us something about what 


you have done recently with reference to that? 


Mr. Sweeney. Senator, starting last January there was great 
consternation in some quarters about the rapidity with which the 
home building program was starting in this calendar year, that is, 
the housing starts, and if they were continued this year there was no 
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doubt they may exceed 1.4 million or 1.5 million units. We attempted 
to make a survey of our offices as to whether there was any over- 
building. The reports that we got in were not based on any scientific 
approach but purely an opinion survey. It did indicate that there 
was a trend in some quarters where builders were selling houses with 
the merchandising techniques that they would pay the closing cost. 
There were other come-ons, such as “We will pay your moving 
expenses.”” They were giving raffles. In one example, for every 50 
units they gave them a chance on a $3,500 car, and such other me ‘thods. 
Now, the no downpayment loan per se, in our experience as far as 
claims payments are concerned—we are not very concerned about it. 
On the other hand, we found that in 95 or 98 percent of our cases the 
veterans were paying the loan closing costs in cash. We found in the 
area Where this was predominant the builders were using these mer- 
( handising te chniques, and some of the loans that were be ing pe ddled 
in the secondary market were going around 92 or 93, and also we were 


vetting chided and criticized by the fact that if the builder could pay 
these discounts and the cost of construction money of anywhere from 
2 to 2.5 points and have these giveaways, the question was where we 


were in our appraisals. 

What we attempted to do in this recent order which we had cleared 
with the House Veterans’ Affairs Committee was to put everybody 
on a parity and see if we couldn’t stabilize the money market and at 
the same time eliminate some of the criticism of the VA about our high 
appraisal in those areas. We thought it was a good business practice. 
Now, since the rule has been in effect we have not had any criticism. 
In fact, it had a salutary effect on the part of lenders. Last January 
the home builders recognized for their own competitive reasons that 
these folks that were using this medium were jeopardizing legitimate 
sales 

So in summary that is the reason why we put this new order into 
effect. 

As far as overbuilding is concerned, we are not bothered about the 
situation. The question is: Are we doing this thing normally on an 
‘ven pace, so as the houses are built they are immediately sold or sold 
within a reasonable time? Now, in some areas there are surpluses 
of houses at high prices. When I say high price, I mean $18,500 to 
$20,000 or on up. In some areas they have in some small communi- 
ties a little slight overhang that we feel they can absorb in 1 or 2 
months, but in those areas where we find there is sluggish sale rather 
than very great overhang we are instructing our offices that if a man 
may come in and ask for 50 units, we say, “Don’t issue the master 
for the 50 units. Have him go out there and start 20. Get those 
firmly sold, and if they are sold we will give another 20 or the balance.”’ 
So what we are trying to do is not to create any overhang but do this 

hing in a nice, easy, normal pace, so as not to create any surpluses in 
any area. 

Again we are approached in some communities where there is an 
overhang of rental units. We are not concerned particularly about 
that, because if the builder goes out and builds a house—if a veteran 
wants to build a house and if he is moving out of a rental unit, I don’t 
think that is our concern. If he wants to live in a house and the lender 
wants to loan the money, we will go ahead and appraise it and we will 
guarantee the loan. 
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Senator SPARKMAN. What do the closing costs amount to. approxi- 
») 


im 
1YV ! 


i t 
. o? ‘ , ; s 
Mir. SWEENEY. Well, Senator, 1t varies 19 various jurisdictions and 
States, but 1 would say the average, including the 1 percent new allow- 
ance, is around $300. In some areas it may go as high as $450 or 


$500. Some have made arrangements with lawyers and title com- 
panies and give them a wholesale price, maybe anywhere from 25 to 
percent less than would be normally paid. Some builders use that 


id pass those savings on to the veteran. But those are very few and 
between. 
Senator SPARKMAN. How is a builder able to sell a house to a 


veteran without a downpayment? 

Mr. SweENEY. Without a downpayment? 

Senator SPARKMAN. Yes. 

\ir. SweenrEY. Well, we are permitted under the act to make a 

larantee of 60 percent if the lender is willing to make a 100 percent 
loan with our guarantee for the total purchase prict 

Mr. Carrer. Mr. Sweeney, the statute says you may guarantee 

percent of the loan up to $7,500? 

Mr. Sweeney. That is right. 

Mr. Carrer. How do you consider that as a 100-percent loan? 
Would you explain that, please? 

Mr. Sweeney. It isn’t a 100-percent guaranteed loan. The 

uaranty is limited, but the lender can make a loan for 100 percent 
of the purchase price. 

Senator SPARKMAN. He takes your 60 percent guaranty and goes 
to a lender, and on the basis of that he gets a 100-percent loan. Isn’t 
that it? 

Mr.-Sweeney. That is correct. Our guaranty is in effect treated 
in some circles as being the equivalent of a downpayment or the 
equity capital. If the builder or the lender wants to have a guaranty 
on a loan on a house that was sold for $15,000, he would make the 
loan and we would guarantee $7,500. In that case it would be a 50 
percent guaranty. On the other hand, if he wanted to loan a 100- 
percent loan on a $10,000 purchase price, the guaranty would be 
limited to $6,000. 

Mr. Carrer. Why is the lender willing to make a 100-percent 
loan on that type of a house? That is what I am trying to bring out. 
Why is that so much more attractive than FHA, which guarantees 
90 percent? 

Mr. Sweeney. I will have to go into the background a little bit. 
The lenders have finally been accustomed to making a GI loan. They 
found out in some cases that we are in a position to pay cash for the 
claim and give them the option either to hold the property or convey 
it back to the Administrator, and from a liquidity standpoint, I think 
they look a little more favorably now. I think the Senator knows well 
that over the period of years the GI loan has grown in stature insofar 
as the money market is concerned. 

Senator SPARKMAN. The big thing, is it not, is the fact that in case 
of default the lender is paid 100 percent? 

Mr. Sweeney. That’s right. 

Senator SPARKMAN. So he has nothing to fear; whereas the PHA, 
even though he was guaranteed 90 percent, pays in debentures. 
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Mr. Mason. That is right, 20-year debentures, at a low interest 


senator SPARKMAN. He has to carry it as a debt. 
Mr. Mason. In FHA he is apt to lose his foreclosure costs if we 


don’t recover them. We give him a certificate of claim, and if we 
vet them he gets them 

senator SPARKMAN Whereas VA lets him oul altogether if he 

his out 

Mr. Sweeney. That’s right. 

3 itor SP MAN. Let me ask a question here I do not care 
or any great amount of discussion on it, but there has been from time 


| believe Senator Maybank proposed in his lifetime, and 
a bill 
llowing the investment of national service life insurance funds in vour 
mortgages Do you have any comment on that? , 

\lr. STON It has not been 


lieve Congressman Rains has introduced in this Congress, 


I 


riven any consideration by our depart- 


I Paat Ww if. of course, be up tO the trustees 
Senator Si x. That is really for the NSLI to comment on 
Mir. STON That is right 


Senator SP 


RKMAN. Frankly, I realized it probably was out of place 


here, but | have often wondered w hy it would not bea cood arrange- 
ment | do not see how they could have better security than to have 
the mortgages, which in turn are guaranteed 100 percent. Any 


questions, Mr. Carter? 

Mr. Carrer. I had a question on the sale of guaranteed entitle- 
ments. I believe you had a discussion on that before the Teague com- 
mittee in the Hous« 


Mr. Sweeney. No; there wasn’t any discussion on the sale of entitle- 


ments. -The chairman of the House Veterans’ Affairs Committee 
asked what we did in connection with any claim where we found a 


veteran Was doing things in derogation of the laws, and ] explained to 
him when we found those matters that they were appropriately referred 
to the FBI, who in turn on finding the facts submitted the matter to 
the United States district attorney. 

Mr. Carrer. Will you explain what the term “‘sale of guaranteed 
entitlement’? means? 

Mr. SwreEN! Well, it started in certain parts of the country where 
certain “sharpies’”’ approached veterans who may not have been too 
well educated, or it may have been they were in need of funds, and 
isked them to enter into an arrangement whereby they would take 
four or five hundred dollars for their entitlement and execute a note 
mortgage, which was guaranteed, and simultaneously with the note 
and mortgage give a deed back to the original seller. The grantee of 
that particular deed and that property, with this favorable financing, 
no doubt recaptured whatever he paid the veteran for his entitlement, 
with some pluses 

We have had that situation in certain parts of the country. We 
have been trying to admonish the participants in that type of pro- 
gram. In fact, some of them have been indicted. On the other hand, 
we try to warn veterans through various media that if they indulge 
in this practice they will forever lose their rights to compensation, 
hospitalization, and whatever benefits that may accrue to them as 
administered by the Veterans’ Administration. But, human nature 


if } 


as it is, vou will always find some folks that are always trying to 


bier 
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make the quick dollar, and they will always try duress on these 
unfortunates that are exposed to it. 

I might add we have had cases where they have girls going 
around the bars and catch these veterans. Mavbe they are under 
the influence of a liquid refreshment, and no doubt they may be i 
debt for gambling, and they sell their entitlement 

Mr. CARTER. Someone other than the veteran gets a better loan 
han he would get naturally. 

Mr. Sweeney. Actually, the individual that has title to that 
property, if he sells it his grantees get the very favorable loan, low 
interest rate. 

Senator SPARKMAN. You said it was illegal, did you not, to do that? 

Mr. Sweenry. It is illegal. We require the veteran to use his 
entitlement with the idea that he intends to occupy his property; 
also under the certification we have if the lender is involved or these 
other folks, or if we find out that thev are doing things that are 
prejudicial to the purpose and intent of the law. 

Mr. Dervan, our legal adviser, is here, and he might amplify it, 
because he knows more of the details of these transactions and might 
explain it. 

Mr. Dervan. Answering the specific question as to whether it is 
illegal for a veteran to obtain a GI loan with the intention of trans- 
ferring the property to a third party, the answer is ‘‘Yes,”’ it is illegal. 
The law specific ‘ally requires that he obtain the loan with the intention 
of occupying the property as his home, and when the veteran and this 
other party conspire to obtain this loan for the benefit of a third party 
who is not entitled to it, he is engaging in an illegal transaction. 

! might add that this practice developed primarily in certain areas 

Texas—the Houston and Midland areas. In Houston there have 
been approximately 30 indictments. There have been about five con- 
victions that 1 know of so far, and there will undoubtedly be more. 

Senator SPARKMAN. You say it developed there. Does it continue 
there? In other words, are those the worst spots in the country, or 
has it scattered to other parts of the country 

Mr. Drervan. I would say the Houston and Midland, Tex., areas 
were more aggravated than any other spots. It occurred in some 
other areas, sir, but more or less on an isolated case basis, whereas in 
the Houston and Midland areas it got to be a fairly general practice. 
Now, the indictments which resulted and the convictions have, as you 
might conjecture, had a very salutary effect. 

Senator SPARKMAN. Do you indict both parties? 

Mr. Dervan. Sir, we refer the facts to the Department of Justice. 
It is up to the Department of Justice to determine whether they will 
indict the veteran or not. As a practical matter, I think you will 
find the United States attorneys feel that the veteran in practically 
all instances, or at least in most instances, has been an innocent 
victim. 

Senator SpARKMAN. Has been victimized? 

Mr. Dervan. Yes; and ordinarily they do not indict him. 

Senator SPARKMAN. You would not say it is a widespread practice, 
would you? 

Mr. Dervan. I would not say it is widespread practice nationally. 

Senator SpARKMAN. And you are doing everything in the world 
you can to squelch it, are you? 
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Mr. Dervan. I might point out that under an agreement which 
we have with the Attorney General, our people, whenever they have 
notice of facts which indicate even a possible violation of Federal 
criminal law, are obliged to refer that case to the FBI for investigation 
and development. Now, also to protect the veterans and to put 
them clearly on notice as to where they stand in this picture, when 
we issue a certificate of eligibility we issue with it a warning or caveat 
which specifically spells out in plain, clear language that they must 
use their loan privilege with the intention of occupying the property 
as their home, and to do otherwise is rong to subject them to severe 
Federal criminal penalties as well as forfeiture of all their rights under 


laws administered by the Veterans’ Administration, such as hospital- 
ization and compensation. 
Mr. Stone has also brought to my attention that we have made a 
change in our loan applic ation by which the veteran specifically 
certifies that it is his intention to occupy the property as his home. 
Senator SpaRKMAN. If there is nothing further to add, I want to 
expre ss my appreciation to all of you for having partic ee in this 
informal discussion this morning. By the way, Jack Carter, our 
staff director, would like to submit some questions to you in order 
to close up gaps in the record. If so, I wish you would give him an 
answer so it may be included in the transcript. 
The following was received for the record :) 


Housinc AND Homer Finance AGENCY, 
OFFICE OF THE ADMINISTRATOR 
Washington 25, D. eae J une 2 1955. 
Mr. Jack CARTER, 
Staff Director, Subcommittee on Housing, 
Senate Commattee on Banking and Currency, 
United States Senate, Washington, ie. C. 

Dear Mr. Carrer: In response to your request of May 6 for information 
concerning the operations of FHA and urban renewal programs, | am submitting 
the following information, using the same numbering as in your letter: 

1. Comments on the operation of the title I ] home-improveme nt program since 
the passage of the Housing Act of 1954, including its strengths and weaknesses. 

Since October 1, 1954, the date the new title I provisions of the National Hous- 
ing Act of 1954 became effective, the FHA has received for insurance 708,000 loans. 
These loans total $418,428,000 based on an average loan of $591 which was the 
average size loan in 1954. I believe the following actions taken by the FHA and 
the operations under the title I program since the beginning of the Housing Act of 
1954 indicate the relative strong and weak points in that program: 

a Appointm ent cf title I industry advisory comn itlee.- -In order to eV al- 
uate the title I program and improve and make it serve the American people 
better, the FHA Commissioner appointed an industry advisory committee in 
\ugust 1954. This committee held meetings on September 2 and 3 of last 
year and on February 24 and 25, 1955, and reviewed the operations under the 
program and made recomme a utions for strengthening it. 

b) Decentralization of collection activities —Under procedure set up since 
the reorganization of FHA, the followup of accounts by correspondence from 
Washington was discontinued. Eighty percent of the claims paid are imme- 
diately transferred to the FHA field offices having jurisdiction in the area 
where the debtors reside or to the field office having a loan servicing repre- 
sentative covering such territory. The collection of the account is then 
followed through by letters from the field office and by personal calls on those 
debtors who do not respond to collection letters. 

In decentralization the FHA had two purposes in mind: first, more 
responsibility was placed on the field-office directors; and second, the physical 
nearness of the collection effort to the debtor was expected to result in better 
collections. Both of these results seem to have been achieved. Directors 
of the field offices are more alert as to their title I responsibilities than ever 
before. Collections also seem to be increasing. Although the reorganization 
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has not had sufficient time to prove itself, the records show that collections 
for March 1955 were the highest in the history of FHA. The daily receipts 
for April of this year are continuing at the same high level. 

(c) Fue ld-office directors more keenl {/ aware of their re spor sibilities for title I 
program.—The title I program, as you know, is largely a mail-order type of 
operation. Because of the fact that lending institutions made the loans 


without prior approval by the FHA, submitted their reports of such loans 
directly to Washington, and in the event of loss also submitted their claims 
under their insurance contract directly to Washington, many directors had 
failed to realize their individual responsibilities for promoting and to s 
extent controlling title I activities within their respective jurisdictions. ‘ 
emphasis throughout FHA’s previous existence had largely been on the 
construction of new homes or dwelling units and refinancing of obligations 
against existing structures. The directors have within the past year been 
made more directly responsible for the activities of lenders and dealers in 
their territory participating in the title I program. Additional personnel has 
been assigned to most of the field offices to assist the directors in carrving out 
their responsibilities in this respect. Although the procedure with regard to 
precautionary measures against salesmen and contractors or dealers still 
requires that the investigation be made in the field and submitted to the 
Washington office for approval, the directors have complete responsibility 
in those flagrant cases which justify the imposition of section 512 procedure. 
The volume of cases which have been processed for precautionary measures 
in the past year which will be indicated below and which have arisen in almost 
every jurisdiction have themselves helped to educate field-office directors 
and their staffs in the title I program. 

(d) Organization of the field supervision section in the title I division There 
has been established in the title I division the section named above which is 
responsible for the review and examination of lenders’ activities in the title I 
program both as to quality of loans and the relationship of such lenders with 
dealers from whom they purchase title I notes. Employees of this section 
also review and supervise the activities of loan-servicing representatives in 
the various field offices to determine their effectiveness and the efficiency of 
their collection operation. We have approval for 20 positions in this super- 
visory capacity and the individuals named are being recruited as rapidly as 
possible. This will provide for better geographical coverage than was the 
case when only five such positions were authorized. Special emphasis is to 
be given by these men to their work with lenders on dealer control. It is 
also anticipated that their services will be utilized by both lenders and field- 
office directors in educating dealers and contractors in the requirements of 
FHA, 

(e) Introduction of coinsurance feature in the program.—Prior to the Housing 
Act of 1954, the FHA insured lending institutions against a total loss on 
loans where borrowers failed to make payments as agreed and claim became 
necessary with the only limitation being that the FHA’s total liability should 
not exceed 10 percent of the net dollar volume of loans made by the individual 
lender. Last year’s amendments to the National Housing Act provided that 
in case of claim the FHA would pay only 90 percent of each individual loss, 
requiring the lending institution to assume a 10 percent loss in each instance. 
This change in the law has undoubtedly had a salutary effect in making 
lenders more particular in the types of loans which they make and approval 
of dealers from whom they would purchase credit instruments. 

(f) Amendments to regulations and revision of forms.—Prior to October 1, 
1954, when our revised regulations became effective, lending institutions were 
only required to have dealer approval on form FH-—13 for those dealers 
approved subsequent to December 1, 1953. Our regulations now make it 
mandatory that the approval of all dealers shall be evidenced by completion 
of form FH-13, in which it is certified by the lending institution that it has 
been determined by the lender that the individual dealer is financially 
responsible and qualified to perform satisfactorily the work to be financed and 
that he is equipped to extend proper service to the customer. 

Loans made to lessees of a property to be improved, unless such property 
is residential or agricultural in nature, must be signed by the owner of the 
property as well as the lessee. This regulation is expected to eliminate loans 
which were obtained by lessees who used the funds for other than, eligible 
purposes. Although a relatively small part of FHA business comes within 
this category, there have been some abuses in this field, and this regulation 
will eliminate such instances. 
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credit application for a property-improvement loan has been revised 


‘i 


ats e implication that the borrower was dealing directly with a 
rt 4 C\ This was a point about which considerable comment 
i ed the Senate hearings in 1954. The form has also been revised 


equirement for the true name and signature of the salesman 


laced thereon under the certification that he is the person who sold the 


| nis i expected to eliminate many ofl the cases Where salesmen, against 





ecauillonary measures Nave been taken, change their names and 
{ eT 4 is 
if advances iolice OF approval to applicant has also been expanded to 
( INSLILULION to SHOW In such notice to the borrower not ony 
amount of credit approved but also the face amount of the note to 
h a stipulation that such amount includes financing charges, 
show the dollar amount per month ealled for by the obligatior 
In class 2 (a) and 2 (b) loans where the maximum amount of loan is $3,000, 
regulations have bee amended to limit the amount outstanding on any 
ne property at ¢ yne time to a maximum of $3,000, thus preventing a series 
i V pe 
oO The Dealer Cx rol Unit at Was ‘ 
sed fre eX: ers, the number rT 
‘) ) } pl j I} [ it re ws 
eg \ ris mad ie field office nitiates the estiga 
s¢ \ orig ‘ bv letter rectly to the Washingt« 
e Director of the | sit whethe y ot pre 
‘ ( reco ! ded in th t ince | f 1 
ed Duri e veal rill, 195 roug! 
| D5 s4 } vutional measure letter sued 
: 1 ther totaled 491 d individ i ther 
} ned or sale r \ g for such org ‘ 
Lave listing of compani nd individ of 
) gure ll he year prec ig April 1, 195 Ve 
1 ty precau il rhe re if ers covering 194 comp f 
ind 404 indi,iduals Phe t tings, therefore that 
companies and indiyiduals comes to 598. These figures speak 
| s Ving t it we a eting pro! iptly ud decisi lv i I 
- I t gy | nt Litie | program ‘ s 1 
Des oO rrespo sible 1 it erant 1 di 1d s Who 1 
( | wher of the countr and to large extent 
) Oo! stigati of the FHA title | prog! n in 1954 
yaragraphs indicate a strong and effective title 1 program and 
ges I believe, are already apparent. ‘ithough 
mre itio Vv measures actions referred to above was «¢ kceptl nally 
he past vear, it is believed that the great majority of the complaints 
py! LuUbLOn aT asures actions were based originated in prev 1ous 
\ spot eck made \ iis office of 380 dealer cases where precautionary 
ver stituted hetwee \pril 1. 1954 and March 31. 1955. discloses that 
ber 248 I lon | iness insured prior to December 1, 1953, 





tween December 1, 1953, and September 30, 

1 onlv S were on business which originated after Cetober 1, 1954, the dat« 
ur current regulations took effect 

also significant that the number of title I complaints received directly in 

hington Office between January 1, 1955 and April 30, 1955 from borrowers, 

torneys, or relayed to us through Members of Congress is only 118. Since 


ver approximately 283,000 loans insured under the program during this 
riod, it is believed that the number of complaints indicated above is 


lication of the increased effectiveness of the title I operation. 
he deficit side of the ledger it may be pointed out that the statutory and 
ry ade in the past year have probably had a depressing effect 
volume of business insured under the title I program. 
reported to us by representatives of lending institutions from all parts of 
ntrv that the investigation of FHA in 1954 frightened both homeowners 





g institutions away from the title I program. Dealers themselves 
| 1 that when they suggested financing loans under title I, home- 
because of this unfavorable publicity shied away from the program. 
ending institutions who had not previously had their own consumer credit 
on developed one, and a great deal of the loss in volume sustained by FHA 
mnths can probably be attributed to the fact that lenders are expanding 


Vn consumer credait pians 
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It is not believed that the coins 





first 4 months of 1954 three were reported 
for insurance approximately 480,000 individual loans as e pared with tl oure 


of approxinately 283,000 in the first 4 months of 195 





responsibdie for this situation 








) i PLL ) aisO 
been expressed by lending institutions officials that the : im o the regu 
lations on June 10, 1954, declaring certain items ins Die Tor finaneing has 
restricted the volume of FHA insurance in title I loans. ihis again s ws Lat 
we have now a sound policy in action 

It is believed 1 with the regulations under \ erates 
being fairly well ized, tl ime of business dk I [ will i LS 
There is some inc tion that lenders who hastily went into their ov an - 
grams may be finding the advantages therof not all that were anticipated We 
believe that the bt 3 i ilable » he ow I as 
compared with that ey pay on lenders’ o ( i 1 ble 


to all borrowers 









ear the languace of the National Housing Act 1 ‘ é re 
to section 213 cooperative ( ng pro LS Prio1 i ( Ss 
FHA’s mortgage was sea oO to exceed YU f ‘ 
the Commissioner estimates ill e the re uct 5 f ‘ I 
proje whe the proposed improvements are complete 54 | i 
this language to “not to exceed 90 percent of t estimated e of \ 
or project when the proposed physical improvements are « plete In « 
words, the progran s been changed from “replaceme st ited 
Value Has 1 ( i ( ( res sipie for 1 i } 
projects presently underway? 

Sine August 1, 1954, only five applications ior ( s e! 
ection 213 have been filed These appli S cK do é s \ f 
April 20, 195 ere were in process 79 such ap} : | . 1.673 g 
units More significant perhaps is the fact that since last A es 
involvi close to 9,000 dwelling units have expired w ttle o1 
that these may be re pene’ iaver. 

In the hearings held efore the passage of t e Housi Act of 1954 oO} ents 
of cooperative housing pointed out that much ot the é 1 e housin r iced 
unde section 213 would never have been built if value ad bee the eriterion 
rather than replacement cost It was understood then, as vy, that the estimated 
value test is less liberal than the estimated cost test. lo the extent th s less 
liberal, the incentive on the part of builders to build cooperative housil ~ 
naturally diminished. However, it should also be recognized that the estimated 
value concept is a sound underwriting a pre ach designe to appraise he value of 
a property on the basis of its long-term value and use 

While as a matter of law the FHA may be free to consider any factual data in 
determinil value under section 213, we believe sound appraisal techniques 
should be followed. Underwriting instructions issued last September require the 


application of the same risk standards to cooperatives as to rental properties. 
Whether these instructions could properly be made less constrictive is the question 
that was consicered last January by a special advisory committee, comprised of 
six appraisers of national prominence, who met here in Washington at the request 
of the Commissioner. While several of the conferees indicated that the risk rate 
could be lower in certain localities where owner-occupanecy appeal is manifest, 
the consensus of their professional opinion was that the valuation approach pre- 
scribed by the FHA was proper and that an appraiser can hardly be expected to 
reach a conclusion of value except on the basis of an analysis base1 primarily 





upon a capitalization of the net income to the property Several members of the 
committee expressed the view that amenity increments might be recognized later 


when they could be more readily evaluated, but none recommended doing so at 
this time. 


2 


3. FHA now makes firm commitments to insure mortgages based on homes to 
be built in the future. Would vou econfirm that FHA makes a market survey 
of the area in which a particular group of houses is to be construeted in order to 
determine whether there will be a firm market for the sale of these houses before 
the commitment is issued. What effect would there be upon the building industry 
if FHA stopped making such firm commitments? This has been suggested as ona 
means of dampening-down the present level of housing construction. 

Directors in each of FHA’s 75 district insuring offices are charged with the 
responsibility of keeping in close touch with the housing market in their area. 
FHA housing market analysts are available to these directors whenever the 





director feels he needs a survey made of any aspect of the housing market in any 
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part of his area. Whenever a director of any insuring office is concerned about 
any aspect of the housing market in a locality under his jurisdiction, such as when 
he receives an application for a large development of proposed sales housing or a 
multifamily structure, he may call in a market analyst to determine whether the 
market will absorb the proposed housing and largely base his approval of the 
number of units to be insured by FHA upon such study. In 1954, FHA market 
analysts conducted market studies in about 150 areas over the United States. 
Over the past 4 vears (1951-54, inclusive) they have averaged about 120 per year. 
At the present time the Agency is increasing its staff of analysts in order to provide 
prompt service to its insuring office directors. 

FHA in all cases issues firm commitments where an individual wishes to build 
a home for his own occupancy. Conditional commitments only apply to sales 
type housing or so-called speculative building. However, in processing an appli- 
cation and issuing a commitment FHA goes through the same identical process 
with respect to market analysis, underwriting procedures, etc., in issuing a condi- 
tional commitment as in issuing a firm commitment. In other words, the Agency 

reats each type of commitment with equal importance; and if the market demand 

appears insufficient, the insuring office involved gives equally critical consideration 
to the issuance of conditional commitments as compared with firm commitments 
for speculative building, since under either type of commitment if the housing 
is built it will have the identical effect on the housing market in the area. 

t. When the FHA agrees to insure a substantial number of sale housing units 
to be built in one project in a specific area, does it take into account the effect 
which the sale of those houses might have upon other property insured by FHA 
adjacent to that area? For example, if some of the large sales housing projects 
presently being built in and around Washington, D. C., are priced so as to attract 
bu from among those persons who now live in rental projects insured by FHA, 
is it not possible that FHA is competing with itself and that attractive terms on 


sales housing may create vacancies in FHA-insured rental housing? 
lhe whole objective of FHA insuring office directors keeping in close touch 
h the housing market demand in their area and in utilizing the services of 
FHA market analysts is to determine whether the market can absorb a given 





quantity and type of housing in given price ranges. When an application to 
construct a sales housing project is submitted, the director considers the effect 
of the amount, type, and price of housing upon the total housing market in the 
area. However, it should be recognized that individuals desire and require 
different types of housing. If analysis of the market in the locality indicates 
that there is an effective need for additional individual homes, FHA would not 
turn down an application to construct such homes simply because it had insured 
mortgages on multifamily projects in the area and some people living in these 
projects might move into the homes. 

In other words, in each local housing market there is a need for various types 
of housing, both multifamily and single-family homes. FHA attempts to fit its 
mortgage insurance programs to providing the people in the area with the types 
of housing they desire. Without question this may result in tenants in some 
multifamily projects, the mortgages on which are insured by FHA, moving into 
homes. It might also in some areas work in reverse. But it should be recognized 
that rental housing serves a definite purpose and that any rental housing project 
must expect a certain turnover of tenants. Young people may rent an apartment 
for a few years until they can buy a home. Older people may sell their homes and 
move into apartments. People temporarily located in the area may wish to rent 
rather than buy. All of these factors are taken into consideration in analyzing a 
local housing market and determining the FHA’s commitments on various types 
of housing. 

In considering applications for commitments for speculative production of 
either sales or rental housing, the FHA insuring office is expected to exercise 
judgment to avoid creation of a housing surplus in the locality. A continuing 
or substantial surplus of housing in any sector of a local housing market will 
inevitably have unfavorable effects on both home values and rental occupancy. 
The local insuring office uses every effort to avoid such an unfavorable situation 
in FHA programs, and the issuance of commitments to builders of sales housing 
will be determined in the light of such possibilities. 

5. It is understood that the Government has so far taken three approaches 
in its efforts to recover so-called windfall profits. These are— 

(a) Attempted recovery of income taxes as in the Gross-Morton case. 

(b) Attempt to gain control of corporations which previously had wind- 
fall profits under rights of preferred stockholder as indicated by the suit 
involving the Linwood Park project located at Fort Lee, N. J. 


o 
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(c) Refusal on the part of FHA to approve new commitments until so- 
ealled windfall profits have been paid back as indicated by the Madway case 
here in the District of Columbia. 

Are any other methods being used to recover these windfalls? 

The three approaches mentioned are not altogether complete or precisely 
stated. In (b) once corporate control is secured, suits will be filed by the corpora- 
tion against those responsible for windfall profits. 

Although the Commissioner is carefully scrutinizing insurance applications 
filed on behalf of persons who have received windfall profits, the third step (c) is 
designed primarily to protect the Government in future insurance transactions, 
It is true, of course, that the incidental effects of this program may be to recover 
windfall profits improperly distributed. 

In addition to the three steps mentioned, the Commissioner has referred to 
the Department of Justice for litigation four suits to be filed on his behalf as a 
preferred stockholder, for the recovery of funds improperly distributed by the 
mortgagor corporations. 

Furthermore, in instances where the mortgage has been foreclosed, the Justice 
Department is seeking to recover the deficiency judgments, if any, from persons 
who may have been responsible for the improper distributions. 

Also, where a mortgagor has improperly distributed a windfall and thereafter 
applies for permission to redeem stock, declare dividends, increase rents, or for 
other relief, action on his application is evaluated with due regard to his past 
improper distributions. 

6. Can you supply a list of all court cases involving any of these problems 
with a brief statement as to their present status? 

There have been seven cases in the courts which involved windfall profits in 
one phase or another. Four cases were suits filed by builders seeking to force 
FHA to issue insurance commitments or to give a hearing under section 512. 
One case, in Denver, Colo., resulted in an amicable settlement. In a second case 
at Portland, Oreg., an audit disclosed that the builder had not in fact received a 
windfall and the case was dismissed by mutual consent. In Washington, D. C., 
and San Antonio, Tex., similar suits have been argued and briefed and we are 
awaiting the courts’ decisions. In Newark, N. J., the Linwood Park Corporations 
filed a complaint in the Federal district court seeking to enjoin FHA as a preferred 
stockholder from electing new directors. The Government motion for summary 
judgment was granted. The court held that stock redemption, the making of 
loans, and the refusal to file cost questionnaires were charter defaults which 
permitted the Commissioner as preferred stockholder to install a new board of 
directors who would serve until the defaults were corrected. The district court 
has not yet entered a final order and it seems certain that once it does, the plaintiff 
will perfect an appeal. 

In New Orleans and Shreveport, La., the Department of Justice has secured 
the appointment of receivers of defaulting section 608 mortgagors and efforts will 
be made to trace assets and to recover any improper distributions of windfalls. 

7. How much money and from how many builders has FHA recovered to date 
from these so-called windfall profits? Can you supply a list showing each builder 
with the amount received from him? 

To date the FHA has conducted some 40 settlement conferences with respect 
to approximately 200 mortgages. Ten settlements have been agreed upon 
affecting approximately 40 mortgages involving mortgage reductions of $1,060,388, 
and in some of these cases rents will be reduced to reflect the reduction in mortgage 
amounts. The names of the parties with whom settlement agreements have been 
reached will, of course, be made available to the committee staff if it is felt that 
this information is vital to the committee’s study. 

8. Where several builders, all having a history of windfall profits, apply for 
new commitments, do you ask for a return of these windfalls in all cases? If not, 
what criteria is used in determining in which cases a demand will be made for 
windfall returns? 

The statutes under which the builders have applied for insurance commitments 
vest discretion in the Commission of FHA to determine the risk characteristics 
of the applicants. If the applicant has increased the risk of FHA by improperly 
distributing windfall or other corporate assets, the Commission may refuse to 
issue further insurance until such irregularities have been corrected and the risk 
has been reduced. No hard or fast rules have been adopted since the facts and 
circumstances and the risk characteristics of each applicant always vary in many 
material respects. 
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» Where a dem i has been made upon a builder for a return of so-called 
dfall profits and this is resisted by him, do you, upon his request, grant him 
eal efore refusing to consider further commitments, in a manner con- 
ent the language contained in section 512 of the Housing Act of 1954? 
Phe FHA, act ip the advice of the Department of Justice, has coneluded 
it builder se applications for insurance were rejected because of unsatis- 
past experie! ! 1 not be granted a hearing — section 512. Section 
912 as presumably designed to permit the drastic bla ‘listing of persons guilty 
of ‘ Ll prescribed offenses It was not intended to abrogate the stat utoryv 
disecretio therwise vested in the Commissioner to reject insurance applications 
whe judgment, the applicant is regarded as presenting unsatisfactory risk 
charact R on of such applications is not regarded as blacklisting 
12 However, the correctness of this conclustion is being judicially 
este l Federa listrict court cases pending in the Di trict of Columbia and 
‘ \ 0 Te \ 
lO. It lerstood that since June 1954, FHA has mailed about 7.000 ques- 
tionnair to various builders seeking windfall information about 608 projects. 
VW respect to these, can vou advi es 
How many executed questionnaires have been returned? 
(f e questionnaires returned, how many show windfall profits? 
How many of these windfalls are in excess of $50,000? 
\ ve t) 3,003; (6) 406 (approximately 13 percent); (c) 67 (approximately 
»y DerceNnt of fh 


11. Why does the Urban Renewal Administration require the community to 
t iminary plans which, according to the community submitting them, 
are merely guesses? Why, if such plans are required by the URA, does not the 
agency make planning funds available? 
e question, I presume, appertains to our requirements respecting applications 
or advances for surveys and plans for urban renewal projects. Such requirements 
) not impose upon local public agencies any obligation to submit preliminary 
plans as part of or in support of applications for advances. It is required, how- 
ever, that such application include sufficient information upon which a determina- 
tion can be made that the project is eligible for Federal assistance under the 
Federal law. ‘This involves the submission, with the application for an advance, 
of data and information identifying the boundaries of the project area involved, 


generally by reference to streets and avenues (not by metes and bounds), and in- 
; 


dicating the character of the project area, i. e., the extent of blight and deteriora- 
tion therein and, generally, whether the project area is predominantly residential 
or nonresidential. At this preliminary stage, the application data with reference to 
these particular matters is confined to Census Bureau reports and other data and 
information that may be available to the local public agency. When the pre- 


liminary surveying and planning work is completed, the local public agency is 
expected to deve a ni hat time more definitive information respecting both the 
boundaries and the character of the area. 

hese requirements are imposed pursuant to the provisions of title I of the 
Housing Act of 1949, as amended. Under section 102 (d) the Administrator is 
authorized to make advances of funds to local public agencies ‘‘for surveys and 
plans for urban renewal projects whic +h may be assisted under this title”’ (title I). 
It is further provided in such subsection that the advance of funds is to be repaid 
“out of any moneys which become available to the local public agency for the 
undertaking of the project involved.’ The subsection contains a reference to 
“advances of funds for surveys and plans for urban renewal projects which may be 
assisted”’ under title I. 

Che term “project”? and the term “urban renewal project”’ are defined in section 
110 (ec) as ineluding certain “undertakings and activities of a local public agency 
in an urban renewal area.’”’ The term ‘‘urban renewal area’’ is defined in section 
110 (a) to mean a “‘slum or a blighted, deteriorated, or deteriorating area in the 
locality involved which the Administrator approves as appropriate for an urban 
renewal project.’’ Section 110 (c) also prescribes the eligibility requirements for 
projects for which title I Federal aid may be made available. 

We have interpreted these statutory provisions of title I as authorizing advances 
only for undertakings and activities in an “urban renewal area,”’ as such term is 
defined in the Federal law, which consist of surveys and plans for an ‘‘urban 
renewal project,’’ as that term is defined in the law, for which title I assistance 
may be made available. To meet these statutory requirements we have required 
local publie agencies, in connection with the submission of applications for ad- 
vances, to identify the area in which the surveys and plans are to be conducted 
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ora T it ve CAal dete ne y ne er tli irea ! i val 
i the lea ig t Federal law Wi i ( iwencies 

sub evidence of the legal elig I f 1 i ol ara 

s 1c ne | é able Ss i leter iy i f ch 
1 le I assis ance could be nace i tilab! \ noug ‘ is ee! 

posed that preliminary plans be submitted, the effect of such application 1 e- 
I s | been that al | blic agencies i na ad ) e 
] ( a wwplicati for advance rpenses ‘ fhicat ( 
I ect area and the establis! ( yt it a 

12. Spe rs of sec n 220 I t i FH I S 
reaso! pr i 41 high ene rhsVa ilit on the ( ( ‘ ra ’ 1 
nto the dollar amount of the mortgage, w ld } mit I i a 
reasonable amount of equity. Has FHA any firm poli . 
required and, if so, could this poliev be furnished? 

The FHA imposes no equity requirements on multifa pl ts : ) 
220, based on any policy which limits or modifies the stat ‘ reme eh 
I the minimum equity acceptable on multifamily projects ler section 220 

Phe equity being the difference between the amount of mortgage and the cost 


of the property 


Home mortgages under section 220 are subject to the same FHA p 


. re re- 
ents with respect to equity as are applicable to mort ages sured 1er I 
203 of the National Housing Act. 
With respect to the complaint of sponsors that valuations are not high enough 
il certain instances to produce mortgages in amo nts satistactor to the sponsors, 
the law specifically related maximum mortgage amounts to FHA estimates of 
value rather than to estimates of cost This was done with full recogniti 1e 


fact that there may be many instances where value may be less than « 
FHA instructions under section 220 provide that appraisals shall be based upon 
1e assumption that the specific neighborhood improvements to which the locality 
is committed under the urban renewal plan will be completed In spite of th 
assumption in appraising, it is anticipated that there will be mai 
the appraised value will not equal cost. 

If you would like additional information on any of these s ibjects, I should be 
glad to get any data to you that will be helpful. 

Sincerely yours, 


tl 


instances W here 


ALBERT M. Coe, Administrator. 
Senator SPARKMAN. Thank you very much. The subcommittee 
will recess. 
(Whereupon, at 12:31 p. m., the subcommittee recessed.) 
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MONDAY, MAY 9, 1955 


Unirep Srares SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Hovsine, 
Washington, D. C. 

The subcommittee met, pursuant to call, in room 301, Senate Office 
Building, at 10:15 a. m., Senator John Sparkman (chairman of the 
subcommittee) presiding. 

Present: Senators Sparkman, Monroney, and Payne. 

Also present: Jack Carter, staff director, Housing Subcommittee, 
Committee on Banking and Currency. 

The following named participated in the discussion: ‘ 

Lee F. Johnson, executive director, Ira S. Robbins, president, and 
Dr. William L. C. Wheaton, consultant, National Housing Con- 
ference; Peter Henle, assistant director of research, American Fed- 
eration of Labor; Ben Fischer, director of housing, Congress of 
Industrial Organizations; Wallace Campbell, director, Washington 
office, Cooperative League of the United States; Philip Schiff, Amer- 
ican Association of Social Workers and the National Jewish Welfare 
Board; Bernard Weitzer, national legislative director, Jewish War 
Veterans of the United States; Oliver C. Winston, past president, 
Robert D. Sipprell, first vice president, and William L. Slayton, 
assistant director, National Association of Housing & Redevelopment 
Officials; Mrs. Olya Margolin, National Association of Jewish Women; 
and Charles Smith, director of special services, National Council of 
the Churches of Christ in America. 

Senator SPARKMAN. Let the committee come to order, please. 

As is nearly always the case, there are many different committees 
meeting this morning, and most of our members are tied up elsewhere. 
Senator Payne hopes to be here a little later, but I think we should 
proceed. 

This is not intended to be a formal hearing by any means. I think 
all of you understand the purpose of it. It is intended to be an infor- 
mal, around-the-table discussion insofar as we can make it so. 

We had one session last week. I have a prepared statement that 
I will read in order to get the matter properly oriented and also for the 
benefit of the record. This is the second in‘a series of roundtable dis- 
cussions which the Housing Subcommittee has scheduled in its desire 
to discuss with all interested groups the various problems which have 
arisen or might arise in connection with our various housing programs. 

The first such discussion included representatives of Government 
agencies responsible for the administration of those programs. This 
meeting includes representatives of organizations which might best be 
described as representing the consumer. 
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We are attempting to conduct these hearings in an informal manner 
and to encourage witnesses to feel free to discuss any subject which 
they think will be of interest to the subcommittee. 

believe that the gentlemen appearing today will wish to indicate 
the scope and size of an adequate housing program, will wish to discuss 
the various components of such a program. For example, it would be 
of interest to the subcommittee to have some indication from these 
groups as to how large or how extensive our housing program should 
be. This, I hope, will include both public and private building. 

The subcommittee would like to know whether in your opinion 
adequate levels of housing construction are being maintained today, 
and if not, where we are falling down. 

On the other hand, we have read recently reports of overbuilding. 
Is this true? And if so, to what degree? 

I know that some of the witnesses today will be concerned with 
our urban renewal program and will direct their remarks to the delays 
which have occurred and which have prevented this urban renewal 
program from attaiming a higher record of accomplishment. 

1 am hopeful that someone among you will advise the subcommittee 
of the difficulties which communities are having in connection with the 
urban renewal program. For example, the question of planning funds 
was raised in our first discussion with the Government agencies. Are 
these planning funds adequate, and are they made available at the 
proper time? 

It is also my understanding that one representative will testify 
today as to his experience with section 213, the program for cooperative 
housing. I recall that the 1954 act changed the valuation formula of 
such projects from replacement cost to estimated value. What effect 
has this change had on the cooperative housing program? 

These are the specific questions which come to mind easily. 1 know 
there will be other questions which the witnesses will wish to discuss, 
and | want to say the subcommittee will welcome such discussion. 
Please feel perfectly free to make such suggestions as you honestly. 
think will be valuable to the subcommittee, for, as you know, hear- 
ings on the administration bill, S. 1800, and other associated legisla- 
tion, will begin tomorrow. 

| am hopeful that the remarks made today will help to guide the 
subcommittee not only m the conduct of the forthcoming hearings 
but in the conclusions which it will reach as a result of these hearings. 

Senator Monroney or Senator Payne, either one or both, do you 
have something to add to that before we call on these gentlemen to 
make a statement? 

Senator Monroney. No; I think you have covered the ground very 
satisfactorily, Mr. Chairman. 

Senator SPARKMAN. Fine. I will ask Mr. Lee Johnson to act as 
moderator, shall I say, or master of ceremonies, or whatever you may 
want to call it. 

Mr. Jounson. Well, Mr. Chairman, I never moderated anything 
from the inside of a roundtable before. We thank you for giving us 
that guide for our discussions today. I have just a few w ords that I 
want to say. 

We, all of us, every one of us here, thank you for this opportunity 
to hold this informal roundtable concerning existing and future hous- 
ing, slum-clearance and urban-renewal programs. 
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Our group here today is composed of individuals representing many 
national organizations, but today very largely we are here in our 
individual capacities. We have not caucused in order to plead for 
any particular legislation or program. Our organizations have not 
taken a position on the pending housing amendments. But we have 
in common a long record, extending back to the middle 1930's, of 
support of strong local, State, and National policies on slum clearance 
and proper housing, and we welcome this a al discussion becaus 


of our concern as to where we are headed in housing and in re lated 
fields. 

We feel that the Housing Act of 1954 _ baer a disappointment 
even to those who claimed great things for it. Aids that were pre- 


sumed in that act to assist families of f oniddle | income are not working 
at all, and the token low-rent public housing program hasn’t been 
even so much as a token. 

During the last year, great emphasis has been placed on slum 
clearance and urban renewal. There has, in my opinion at least, 
been a huckster’s approach to the dawning of a new day, but the 
whole program and its interwoven complexities to achieve that new 
day have not been openly described. 

Communities are running head on into the fact that the tools are not 
available to achieve better housing for families in the greatest need 
or even to do much about the vast number of families of people who 
will be displaced by slum clearance and other public actions. 

There is not, in our opinion, a total program. ‘There is not a 
workable program. And that fact is gradually sinking in. 

The proposed housing amendments ‘of 1955 are a partial recognition 
of the fact that they would eliminate or modify some of the restrictions 
that have effectively killed public housing. 

Obviously, we have two major problems: First, to develop the kind 
of machinery that is necessary to accomplish positive results and, 
next, to determine the size of the program ne to achieve our 
objective over a reasonable period of time—10, 20, or 30 years. 

The public housing program is obviously inade auld: It may bear 
some relationship to the size program the administration feels that it 
can administer effectively, but it bears no relationship whatever to 
the needs of only those families who would be displaced by urban 
redevelopment and renewal in those communities that are attempting 
to gear themselves to participate in these programs. 

Unless we have proper housing for displaced families of low and 
middle income, we will have no ur ban redeve lopment or urban renewal. 

It is our desire to be helpful. We have around the table here and 
back of this table people with positive suggestions to make, and it 
is our prayerful hope that when the Senate committee presents its 
housing amendments for 1955 to the Senate, that they will include 
a program that will produce an adequate supply of homes for families 
of low and middle income within a reasonable and realistic time. 

Briefly, we seek an achievable program backed by strong leadership. 
We are forever grateful to you for this opportunity to exchange idea 
today. 

I would like to introduce and identify for the members of the 
committee the people that are here, and I would like, Mr. Chairman, 
to suggest that Dr. Wheaton be called on first since he has to get 
back to a class in Philadelphia this afternoon. 
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Going around the table, on my right is Mr. Ben Fischer of the CIO. 

Next to him is Mr. Wallace Campbell of the Cooperative League of 
the United States. 

Dr. Wheaton, of the University of Pennsylvania, who prepared the 
housing needs study for us a year ago, which all of you I think have 
seen, and who is also a vice president of the National Housing Con- 
ference. 

Mr. Peter Henle, of the American Federation of Labor. 

Mr. Ira Robbins, of the National Housing Conference. 

Mr. Oliver Winston, on my left, who was president last year of the 
National Association of Housing and Redevelopment Officials. 

And if I may, I would like to identify the people at the table just 
back of us who may wish to come in with statements and suggestions 
as the meeting develops. At this table here, Mr. William Slayton, 
of the National Association of Housing and Redevelopment Officials. 

Mr. Robert Sipprell of Buffalo, of the National Association of 
Housing and Redevelopment Officials. 

Mrs. Olva Margolin, of the National Association of Jewish Women. 

Mr. Philip Schiff, who represents both the American Association 
of Social Workers and the National Jewish Welfare Board. 

Mr. Charles Smith of the National Council of Churches of Christ in 
America. 

And Mr. Bernard Weitzer of the Jewish War Veterans. 

That is my piece, Senator, and thank you very much. 

Senator SPARKMAN. All right, Dr. Wheaton, we will be glad to have 
any statement you care to make. 

Dr. Wuearon. Thank you, Senator. 

In the needs study which the National Housing Conference pub- 
lished a year ago, it was estimated that we should be building 2 million 
homes a year and that this number was indispensable to reasonable 
progress toward the elimination of substandard houses in the United 
States. 

I am not going to attempt to review those figures today, but it does 
seem to me that the volume of home building which we have finally 
attained or appear to be attaining this year, namely, 1,400,000 units 
a year, is approximately enough to keep ‘up with new household 
formation and with the needs for additional smaller families and 
vacancies that exist in our society but makes no provision whatsoever 
for the replacement of dwellings that are now substandard or the 
annual losses of dwellings that occur each year or the deterioration of 
dwellings which occurs annually through time. 

Senator SpARKMAN. Doctor, 1 wonder if I may stop you there, 
because I am interested in that figure. I have felt all along that 
about a million and a half was what we needed, that we needed that 
as a “keeping going’ minimum, I'll say. But I am interested in what 
you say that that would not make room for the replacement of sub- 
standard houses, the replacement of—what were the other two 
categories you named? 

Dr. Wueaton. We are losing 200,000 dwellings a year. 

Senator SpARKMAN. By fire, tornado and so on? 

Dr. Wueaton. Fire, tornado, demolition and so on, 

Senator Sparkman. Then there was a third category. What was 
that? 
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Dr. Wueraton. Establishing vacancies. We still are operating at 
a one and a half percent 

Senator SPARKMAN. Will you give then the makeup of the 1,400,000 
or 1,500,000 or whatever it may be? How many new families? What 
is the requirement for new households—homes to meet the require- 
ments of new households each year? 

Dr. WHEaTon. I haven’t put it exactly that way in this study 
Senator, but by 1960 we should have roughly 54.5 million families. 
In addition to that 54 million families, we should a8 ave about 2 million 
vacant units to provide a normal 4 percent vacancy ratio, so that you 
need 56 million homes as of 1960. 

That means that somewhere between now and 1960 we have got to 
build 7 million houses, or at a rate of about 1.4 million a year, to take 
care of new family formation, and the fact that families are increasing 
in size, and to provide vacancies. That makes no provision for 
replacement. 

Senator SPARKMAN. In other words, we have about 49 million 
now, do we? 

Dr. WHeEaton. Forty-nine. Right. 

Senator SPARKMAN. Forty-nine million? 

Dr. WHEaton. We estimated 49.6 million. 

Senator SPARKMAN. I am leaving off the decimal. And we will 
need 56 million. So that leaves 7 million that we need in order to 
take care of just population growth? 

Dr. WuHeaton. That’s right. 

Senator SPARKMAN. The regular development? 

Dr. WuHeraton. There is a lot of discussion in the press and par- 
ticularly the bankers are getting concerned about the present rate of 
building. They estimate that family formation is substantially 
below this rate. That is, they estimate family formation will be 
800,000 a year during the next few years. 

The census, which produces these estimates, has been under- 
estimating family formation now for 20 years and very radically 
underestimating it. I have therefore taken census high figures, but 
in addition to the new family formation that is occurring—that is, 
just social families being created—we have an additional phenomenon 
which I might call household formation. That is, aged couples who 
25 years ago would have doubled up with their children perhaps, but 
who now are requiring and demanding and getting to a considerable 
extent separate accommodations for themselves, and an increasing 
number of young couples who want to have their own households. 

So that if you look at the difference between family formation, let’s 
say 800,000, sometimes estimated as low as 600,000, and household 
formation, you just about double this figure. 

The figures are set forth in this study which has appeared in the 
record, and we will be glad to make copies available to you. 

Mr. Carter. We have astudy here. I don’t know if it is the same 
one you have or not. 

Senator SPARKMAN. This is the Bureau of the Census. That is by 
the Housing Conference. 

Dr. Wueaton. This is the NHC study. 

Senator SpaRKMAN. I think it would be weli to insert the tables. 
We won’t insert the whole thing. If we may have a copy of that, we 
will make it a part of the committee files. It is entitled “American 
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Dr. Wueaton. Table 6 suggests that if we continue to build at the 
1,200,000-unit rate, in 1970 we will still have 14 million substandard 
dwellings in use, which is a measure 

Senator SPARKMAN. I’m sorry. What did you say table 6 is? 

Dr. Wueaton. If we continue to build, if this year we hit 1,400,000 
houses and if we were to continue to build it that rate for the next 
few years and a slightly higher rate during the sixties in 1970 we 
would still be occupying 14 million substandard dwellings, which 
would be substantially no progress in eliminating substandard 
dwellings over where we stand today. 

Senator SPARKMAN. How many substandard dwellings are there 
today in that 49 million? 

Dr. Wueraton. The table that I have inserted—and it is table 2 
in the needs estimate—suggests that there are 15 million dwellings 
in the United States which are substandard in one way or another. 
Of these, about 5 million are probably susceptible of being rehabili- 
tated, and about 10 million probably have to be cleared. 

This table came from an advance proof of the Twentieth Century 
Fund’s new “America’s Needs and Resources’? study which was 
published last week, and their estimates, arrived at on quite a different 
basis from mine, come to exactly the same conclusion with respect to 
building 2 million homes a year. 

Senator SPARKMAN. How many homes become substandard each 
year roughly? 

Dr. WHeaton. Currently it’s about 400,000 units a year. That 
would be a good guess. We » don’t have good f hcrures on this. But if 
you look at the number of homes which are now 60 years old and will 
be becoming 70 years old during the next decade, this number grows 
each year, of course, but 

Senator SPARKMAN. You would say a little over 1 percent? 

Dr. WHEATON. Something like that. 
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Senator SpARKMAN. Each year? Just roughly? 

Dr. Wueaton. Which is a measure of the number that ought to 
be replaced. There are many units much younger than 60 years old 
that are substandard and should be demolished, but, on the other 
hand, this is a fairly convenient measure of the rate at which we are 
creating substandard houses. 

Senator SPARKMAN. Suppose we built a million and a half a year 
until 1960. Is that the year you used? 

Dr. Wueaton. Let’s say that, ves. I have run these figures for- 
ward to 1970 because all of the authorities agree that in the sixties we 
will have to go up over 2 million homes. 

Senator SPARKMAN. I suppose it’s normal to suppose that we would 
fo up. Some time ago I made a talk in which I said we needed a 
minimum of a million and a half a year, with an expected annual in- 
crease of about 100,000 a year. I just pulled that figure out of the 
air, but it seemed to me that it might be not far from right. In other 
words, we certainly don’t want to level off at whatever our minimum 
needs are, but we must look for that increase year by year as popula- 
tion increases. 

[ was wondering if we built along that line, say a million and a half 
this year, a million six next year, a million seven, and so on and so 
forth, by the time we got to 1965, 10 years from now, or 1970 if you 
want to project it that far, would we still have to keep climbing the 
same way or is there some point along there where we could level off? 

Dr. WHeaton. I would rather doubt it. My figures suggest that 
we will need to build over two and a half million homes a year in the 
late sixties. 

Senator SpARKMAN. Of course, you would start now at 2 million? 

Dr. Wnearon. That’s right, and go up to two and a half million 
by 1970. And at that point the number of units which by 1970 you 
have which are 75 years old, built before 1900, is a considerable supply 
of houses, and your replacement rate becomes higher. I would 
assume in those years, of course, the rate of family formation will be 
very high indeed because then we begin to get into marriages of 
children of World War II—this terrific birthrate we have had since 
1940. Those children will begin to be married in the seventies, and 
the 

Senator SpARKMAN. But if my figures should be carried out, build 
a million and a half now and step it up—and I’m trying to be realistic 
because it looks like that is about what we are going to build. I don’t 
think we are going to push it to 2 million. I mean just looking at this 
thing realistically—if we build a million and a half now and if we could 
succeed in pushing that up a hundred thousand a year, by 1970 we’d 
be at the 3 million mark, so we probably would arrive at the same 

Dr. WHraton. You wouldn’t be far out. 

Senator SpARKMAN. I say we would probably arrive at about the 
same figure then, wouldn’t we? 

Dr. Waeaton. That’s right. Whether it levels off after that or 
not, I don’t know. I haven’t looked at the figures. 

Senator SpARKMAN. Of course, we have an accountant over here 
who perhaps has already run these figures through his head and can 
tell us. I don’t know, but it’s interesting. 

Senator Payne. I don’t have a crystal ball though, Senator. 
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Senator SPARKMAN. By the way, let me say I think we might 


insert as many tables as you wish out of your report. We have this 
report from the Census that you referred to, and I believe it would 
be helpful to insert it too. 

Dr. WHEATON. Certainly. 

Senator SPARKMAN. It shows some differences, although I belie, 
probably it bears out the thing that you have just said, that thei 
has been a substantial deficit in home building as compared with 
family formation in the past. In other words, over the past 20 years, 
the industry has not kept up with family formation or household 
formation, and I like the use of those terms. The number of homes 
built has been below the number of households formed, quite sub- 
stantially I believe. 

(The material referred to follows: 
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AcruAL VERSUS NORMAL CONSTRUCTION 


from 1910 through 1954 residential construction averaged 4.5 new nonfarm 
ng units per 1,000 persons in the total national population. Whether this 
properly be called a normal rate of building is open to challenge, but that 
represents nearly a half a century of experience would seem to lend some value 
o the figure as a norm 
ctual construction rates have varied enormously from this average, year by 
vear, and in various periods of years. ‘Two periods that show striking contrasts 
re 1930—44 and 1945-54. 
1930—44 


Normal rate of building, 4.5 dwelling units annually per 1,000 of the popu- 


». Actual rate of building during these 15 years, 2.4 per 1,000. 
3. Average population of the United States, 1930—44, 131 millions. 
+. Number of dwelling units that normally would have been constructed 
iring these 15 years (4.5 x 15 x 131,000), 8,842,500. 
Actual number built, 4,731,500. 
6. Fifteen-year accumulated deficit in relation to normal rate of building, 
+.111,000 
1945—54 


Normal rate of building, 4.5 dwelling units per 1,000. 

\ctual rate during these 10 years, 6.3 per 1,000 

Average population, 1945-54, 151 millions 
t. Number of dwelling units that normally would have been constructed 
ng these 10 vears, 6.795.000. 

Actual number built, 9,623,800. 
Le! ear excess of dwellings in relation to normal rate of building, 2,828,800. 
Since the end of the war the rate of residential construction has substantially 
eeded the 45-vear norm, and has added 2.8 million dwelling units more than 
been built. But the deficit of construction during the 
1930’s and the war vears has not been eliminated. If the 45-vear norm is a valid 


for analyzing the past 25 years, we still lack about 1.3 million dwellings up 
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These data compare only households formed and y 
Houses eliminated by slum clearance, industrial « xpansion, and normal adeprecia- 
tion have reduced the net number of dwellings added. 

Dr. WHeatron. You asked in your introductory remarks whether 
we were now building too many homes, and | would like to comment 
on that. 

Senator SPARKMAN. I don’t want to imply that I believe it, because 
I don’t. 

Dr. Wueaton. Well, there is a considerable body of 

Senator SPARKMAN. I have said that it may be that we have faulty 
distribution. 

Dr. WHEaton. Precisely. 

Senator SPARKMAN. Not only as to area but also as to income 
brackets, income groups, that are able to use those homes. 

Dr. Wueaton. I think that is the major point, precisely the point, 
about the present volume of production. We are probably building 
slightly too many dwellings in the higher price brackets at the present 
time. That is, more than higher income families can absorb on a 
sustaining basis. 

I see no evidence to date that high income families cannot continue 
to absorb off of the market about as many as we are producing, but 
obviously we are going to run out of the high income market and have 
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a repetition of the kind of evclical behavior that we have had in the 
past in the building industry unless we can, as you suggest, achieve ¢ 
redistribution of the price distribution of what is produced. 

We have estimated that we should be producing about 300,000 


ae _— es a vear for low-income families, about 500,000 dwellings a 
- for “anid -income families, the families not now served by the 
i a rindustry, and about 1,200,000 units a vear for the high-income 


faa lies s now largely served by private endeavor with the assistance 
of various forms of Government credit and insurance. 

This has led us to be thinking about a program embodying certain 
principles. Certainly for the low-income families, in my opinion, we 
need as a minimum the public-housing program authorized by the 
Housing Act of 1949. This would not ec meet the need that we 
foresee for low-income families. Indeed, it would fall short by 50 
percent of meeting that need. But in the light of present circum- 
stances it would be a realistic goal to shoot for. 

In the middle-income field we have an area of housing policv which 
has been largely neglected by both the Federal agency and to some 
extent the Congress. I am sure that you, Senator Sparkman, will 
recall that during the debates on the Wagner-Ellender-Taft bill 
was stated as a matter of policy that public housing should be provided 
to serve low-income families, that FHA mortgage insurance should 
be provided to serve low-income families, that FHA mortgage insur- 
ance should be provided Lo serve high-income families, and that this 
middle-income group should be left as an incentive area to see whether 
private enterprise without further Government aid couldn’t get into 
that field and serve that need. 

We have been observing this behavior for more than 5 years, and 
it is quite evident that private enterprise unaided by Government 
cannot serve this middle-income need. I would like to suggest a few 
principles which might be considered in the development of a program 
which could affirmatively and positively fill the gap which now exists 
between what should be an adequate public ‘-housing program and what 
is a fairly successful program for private housing for higher income 
families. 

| would just suggest six principles. 

Fi irst, a program in this area should be clearly designed to meet the 
needs of families who are above the income limits permitted in public 
housing but who are below the income limits served by private housing. 
Roughly, in my hometown of Philadelphia, this is families with in- 
comes of from $2,800 ©» $4,500. Local officials, including the mayor of 
Philadelphia, believe that this must be upped to $5,000 since they 
believe that familie: .n that income level cannot afford private housing 
produced in the city today. 

The second principle, preference in any such program should be 
civen to families displaced by public action, by redevelopment, re- 
habilitation, highway building, and similar activities. 

Third, such a program should rely primarily on private and co- 
operative endeavor. It need not be and should not be a public-housing 
program. 

Fourth, the program should not seek to develop special isolated 
housing projects for middle-income families. Rather, it should seek 
to utilize the facilities of private developers to build housing for 
middle-income families as a part of projects or developments which 
are otherwise available to higher income families. 
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Fifth, such a program can and should be administered through the 
regular private lending channels and institutions which carry on our 
program of credit aids for higher income families. 

Finally, such a program should provide incentives to the building 
industry to achieve greater economies and greater efficiencies in the 
production of housing for middle-income families. It should not be 
made available as the FHA program is to economically efficient and 
economically inefficient builders on an equal basis. 

I believe that these principles could be combined into a program 
which would provide something like a half a million houses a year, 
looking at this over a 5- or 10-year period, for the families who are 
now largely excluded from the housing market, and it could go a long 
way toward enabling our economy, with Government assistance, to 
fill the gap between the present level of building and the level of 
building which ought to be attained in our society. 

I think that I will not comment on other aspects of this program 
other than to say that there are considerable areas in the conventional 
financing field—that is, conventional financing with Government 
assistance —which are not dealt with adequately in the program pro- 
posed by the administration. In the rural nonfarm field, for instance, 
the administration has recognized that there exists an acute shortage 
of credit for moderate-income families, and it has developed a useful 
system of voluntary committees to try to provide some credit in these 
areas. 

I don’t believe, and I am sure that the lending industry as a whole 
does not believe, that voluntary committees will ever solve a perma- 
nent need. There is much that we could do to provide rural nonfarm 
areas with permanent local lending institutions to meet these needs on 
a continuing basis. 

[ think we just have to look back at the early history of the Federal 
home-loan bank system, the way the bank system went out and 
chartered savings and loan institutions in areas which needed credit 
facilities. They did a magnificent job, but they stopped when the 
job was about one-quarter finished. Since that time, about 1937, 
substantially nothing has been done in this area and much could 
be done. 

Finally, I would like to revert to this question of overbuilding and 
call attention to the need for more precise studies of housing markets. 
In the ill-fated housing research program authorized by the Housing 
Act of 1949, a substantial advance was made in the development of 
market analysis techniques which could tell us with considerably 

reater precision than we have ever had before how many homes were 
needed, who was buying the present homes, who was being served 
and who was not being served. One of those studies, and indeed 
very significant one in the history of housing market analysis, was 
published by the Housing and Home Finance Agency. It was pre- 
pared by a group at Columbia University called Housing Market 
Analysis. 

We in Philadelphia have been invited by the Philadelphia Rede- 
velopment Authority to apply the principles developed in that study 
to a particular loc ‘al situation and make an analysis of the housing 
market in the Philadelphia area as an incident to a major redevelop- 
ment project there. 

Unfortunately, the Housing and Home Finance Agency people are 
reluctant to proceed with as great dispatch in this area as they might, 
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and they do not have the resources through research funds or appro- 
priations to engage in this kind of activity on any other basis. 

[ think all of these current questions of whether we are overbuilding 

whether we are underbuilding are capable of being resolved with 
canal ‘rably greater objectivity than is presently possible if we could 
devote but a very small proportion, an infinitesimally small proportion, 
of the resources of the Housing Agency to making objective studies 
of the housing market. I think that through sue h studies we might 
come to a more accurate and precise and objective understanding of 
the exact magnitude of these needs for middle- and low-income 
housing and of the hazards which we face in the present level of 
building for high-income families. 

Thank you. 

Senator SparKMAN. What would you consider the dividing line 
between what you call the low middle income group and the higher 
group? What price house? You gave the salary breakdown of 
approxi mate ly $5,000. 

Dr. WHraton. Yes. 

Senator SPARKMAN. What price house? 

Dr. Wueraton. In Southern areas where you can buy a house for 
$5,000 to $6,000, manifestly families with incomes as low as $2,500 
might purchase such a house. I think you'll find that it’s true in 
such areas also that the income limits for admission to public housing 
are correspondingly lower than they are in Northern cities. In such 
cities pe rhaps the income group served by middle income housing 
should be that from $1,800 to $2,500 or $2,800. But in any case [| 
believe that this should be set on a local basis and should be set by 
simply determining what the price is of the lowest-priced standard 
house that is made available in the community and what the income 
of the family that can afford to buy that house is. 

Then if families are found—and | am sure the vy will be in very large 
numbers, perhaps 30 percent or 40 percent of the population—who 
have incomes lower than that level, those should be the families that 
special credit aids should be made available to as middle income 
families. 

It shouldn’t be a program that in any way should compete with 
conventional financing, and it should be a program which should 
utilize conventional building to a considerable degree. 

Senator SPARKMAN. I was trying to find a statement that was made 
in the conference that we held last Thursday, but I don’t find it 
immediately. IL wanted to check the figures. But as I recall, these 
were the figures: That in 1949 more than half of the housing in this 
country, or I guess it may have been as high as 80 percent, was from 
$12,500 down and only 20 percent from $12,500 up; that as of today 
that figure was just the reverse—20 percent from $12,500 down and 
80 percent from $12,500 up. That was an offieial of FHA that gave 
us that figure, and I believe that is the 

Dr. Wueraton. This is a very fine indication of the extent to which 
the present volume of building is directed toward high income families 
who in the main are well housed and well satisfied with their housing 
and are not in the market for new housing. 

Senator SpARKMAN. Well, I think it bears out the concern that I 
have expressed as to whether or not the present high rate of building 
perhaps has a maldistribution so far as cost of housing is concerned. 
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Dr. WHEATON. It is very difficult to use national figures in looking 
at these things, because incomes and prices vary so widely. This is a 
reason why we have to look at these things on a local basis. 

Senator SpARKMAN. Let me correct the statement 1 gave a while 
aco. lL was wrong, because there are two figures used. In 1949 one- 
half of all the new homes sold were practically $9,500 and under. 
One-fifth of the homes were over $12,500. There was a gap between 
that which I suppose covers the other 30 percent. Last year the 
situation was almost exactly reversed. About half of them were over 
$12,500, and about a fifth of them were under $9,000. 

Dr. Wueraton. And these were probably pretty largely concen- 
trated in the South and Southwest? 

Senator SPARKMAN. I don’t know. We have no statement on that. 

Dr. WHeatron. You can’t find a $9,000 house in New York City o1 
Philadelphia. You can find one advertised, but you can’t find one 
really to buy. 

Senator SPARKMAN. Senator Monroney? 

Let me say again I want us to make this informal, so feel free to 
break in at any time without being invited to do so. 

Senator Monroney. For this so-called middle income housing, 
what do you have in mind—I couldn’t follow you—on special financing 
aids? Would part of that be subsidized or would it be extra long 
terms provided on the repayment of the mortgage? 

Dr. Wueaton. I think that we have ample precedents in the vet- 
erans’ direct-loan program, in the Fanny May operation, in the early 
activities of the Home Loan Bank Board and the Rural Electrifica- 
tion Administration program for making loans on slightly longer than 
conventional terms and at interest rates slightly below or even sub- 
stantially below conventional terms but at no cost to the Govern- 
ment, on a fully repayable basis, which could meet this need without 
any cash outlay other than perhaps minor administrative costs during 
the early years, as we did with FHA. Let us say a 3-percent loan 
which would be an economic loan to the Government but which 
would not be an economic loan to a private bank. 

If you pay a private bank a half a percent to administer such a 
loan program, as the FHA does, you could make a loan to the cus- 


) 


tomer at 3% percent, let’s say, over 35 or 40 years, which would bring 
in a very substantial proportion of the population that now just 
can’t buy a home at a 4% percent, 25-year rate. 

Senator Monroney. To get that 34 percent rate serviced it would 
snevitably have to be a direct Federal loan. It couldn’t be an insured 
40an. 

Dr. WHearton. Well, I think there are perhaps devices which could 
be utilized to bring private capital into this, not on a permanent 
basis but on an indefinite, temporary basis. But 1 think that the 
authorization legislation would certainly have to authorize direct 
Government loans through such an agency as the cooperative bank 
or through such an agency as Fanny May—cost of money to the 
Government plus an operating margin. 

Senator Monroney. It would all be designed for home ownership? 
Are you now talking about project terms too of big apartment 
dwellings? 

Dr. Wueaton. I| think of this basically in terms of home ownership, 
basically in terms of single, detached houses, not specially built for 
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this program, but just take 50 percent of the houses that Levitt 
produces, 50 percent of the houses Smith produces, or 25 percent, 
sut I think there are many circumstances which would require a 
cooperative endeavor in the big cities which do want apartments, 
rental housings, and that should certainly be a part of any program. 

Senator Monroney. Thank you. 

Senator SPARKMAN. Are you familiar with the law that has just 
been enacted by the New York Legislature for middle-income housing? 

Dr. WHraton. Yes, vaguely. 

Senator SPARKMAN. What’s that? 

Dr. Wueaton. | say I think I understand the general principles 
involved. 

Senator SPARKMAN. I was just wondering how it jibes with your—— 

Dr. Waeaton. I think that New York City has had, and New York 
State has had, for many years now a so-called public, unsubsidized 
housing program, in which State loans or city loans are made available 
at low interest rates to the local housing authority for the construction 
of apartments which receive low interest rates and local tax exemption 
but no cash subsidy. In New York City this provides housing at a 
level substantially below the rents otherwise available. Mr. Ira 
Robbins is here, and he can speak with greater—— 

Senator SPARKMAN. The savings banks there have cooperated in 
that program; haven’t they? 

Dr. Wueatron. Well, I would turn that question over to Mr. 
Robbins. 

Senator SPARKMAN. All right. 

Senator Payne, do you want to ask anything here? 

Senator Payns. No, Mr. Chairman. I have listened to this with 
great interest, and I think this information that is available here is 
very important and very helpful. 

Senator SpARKMAN. I| think so, too, and I think the statement has 
been very good. 

All right, Lee. 

Mr. Jounson. Mr. Ira Robbins of New York City, president of 
the National Housing Conference. 

Senator SPARKMAN. All right, sir. 

Mr. Rossrns. Mr. Chairman and members of the committee, 
although Mr. Johnson says that most of us here would speak person- 
ally, 1 am authorized to speak on behalf of the National Housing 
Conference and outline our approach to what we believe should be a 
nationwide policy toward housing over a period of the next 10 or 15 
years. 

I might say at the outset that it is quite obvious from the figures 
in the study made by Dr. Wheaton that the present program is not 
geared to meet the needs of the American people even over a long 
period of time, and that considerably more must be done in the way 
of stimulating the production of housing and considerably more must 
be done in the way of producing housing for low-income and middle- 
income families. Although we will not discuss the pending bill, 
5. 1800, at this hearing, we will be prepared to testify at the formal 
hearing. 

It is quite obvious that the provisions in that bill do not go to any 
substantial extent toward alleviating the shortcomings of the present 
overall program. 
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[ would like to speak first of the position of housing as an economic 


and political factor in the nations ul life. It seems to us in the National 


Housing Conference that the impact of what we call housing is much 


broader than homes alone. It affects urban redevelopment, slum 
clearance, metropolitan planning, and advance planning of public 
works. 

At present the Housing and Home Finance Agency contains the 
remaining functions of the National Housing Agency, the Federal 
Works Ageney, and the Federal Loan Agency. The HHFA is deeply 
involved in its relationships with local and county governments at 
many points, and the seope of its operations exceeds that of nany 
departments of the Federal Government. They really are of a per- 
manent nature, certainly not less permanent than those of economic 
departments. 

So the National Housing Conference believes that we should have 

Department of Housing and Urban Affairs headed by a Secretary 
who would be appointed by the President with the advice and consent 
of the Senate and that the function of the personnel and the records 
and the assets of the HHFA should be transferred to this new Depart- 
ment of Housing and Urban Affairs. Then the Secretary would be 
authorized to set up such offices and bureaus as would be necessary 
to carry out the program. 

Point No. 2 of our programs deals with low-rent public housing. 
Dr. Wheaton’s study showed that there is a need for about 500,000 
homes a year for low-income families, if we are going to make reason- 
able progress toward the elimination of substandard housing that we 
have now and housing that wiJl become substandard as the years go on. 

We are quite cognizant of the fact that no such figure would be 
practicable in the way of legislation, and, as Dr. Wheaton pointed 
out, the least that Congress should do would be to reinstate the 
provisions of the Housing Act of 1949 so that 200,000 units a year 
could be built for the next 3 years. 

We believe that the 20 percent gap provision in the present law 
should be eliminated. It leads to great inequities, and it frankly 
states to the American people that there is one whole segment of the 
population that we admit cannot be helped by private enterprise 
which should not be eligible for public housing. The result of that 
20 percent provision has been very bad in many communities because 
in an effort to comply with it they have leaned over backwards and 
left a still greater gap. 

That leads to another bad feature of the present public housing 
program. That is when many families reach the maximum income 
for continued occupany they must go out and back into slum areas 
There is an actual loss to those families and a Joss to the Government 
in having to provide public housing temporarily for them. 

We believe that public-housing families should stay in public hous- 
ing until they reach the point where private enterprise in the com- 
munity can provide for them. That as their incomes go up they 
should pay an increased rent until they reach the point where they 
are paying approximately 20 percent of their income for rent 

I am not speaking for the National Housing Conference, but in 
New York City, for instance, we are considering the problem of what 
happens to those over-income families. One of the suggestions that 
we are taking under consideration is the possibility that as these fam- 
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ilies pay higher rent in a public housing project or in a cooperative 
project which gets limited tax exemption or in a rental project that 
gets limited tax exemption, as they pay higher rent, some of this higher 
rent should go to the city in the form of increased taxes. 

‘We believe also that in connection with public housing the local 
housing authorities should have the right to determine project size, 
dwelling types, project densities and design, within certain space and 
construction standards established in the first instance by the Public 
Housing Administration. In other words, there should be much more 
local autonomy in the determinations on those questions. 

We believe very firmly that single aged persons should be admitted 
to the public housing, and, as you know, a great many people feel that 

yublic housing should be m: ude available to single people whether or 
te they are aging. But that is one of these problems that could only 
be alleviated by a more extensive public-housing program. Naturally 
local and national officials feel that families with children should be 
given a preference and then the aging come along, too. 

We have a proposal, which will probably require considerable 
discussion but which is a new an to the need, for giving local 
building contractors an opportunity to provide free-sts anding, single 
homes for public housing as part of large building developments. We 
suggest that local housing authorities should be authorized to contract 
for the purchase of homes built as part of private housing developments 
where such homes have been inspected by a Federal agency during the 
construction period and where they are built by labor employed at 
prevailing wages and where those homes meet with at least PHA 
minimum space standards. 

We have a statement on that which goes into more detail, but I'd 
like to make the proposal so that it can be discussed as these hearings 
go on. 

We believe, of course, that the present restrictions which limit new 
public housing to relocation housing should be stricken from the 
present law. 

Professor Wheaton has covered very well the problem of middle- 
income families, and we believe that the time has come when the 
Congress should provide a new aid for those families whose incomes 
are above the public housing eligibility level and below the incomes 
needed to buy or rent private housing. 

There are several segments of the population there, and a discussion 
of that problem leads to rather difficult policy problems, but the 
National Housing Conference has come to the conclusion that as a 
first step, and merely asa first step, toward meeting the needs of middle- 
income families in the United States a mortgage bank for cooperative 
and middle-income housing should be established. And that raises 
the point that Senator Monroney asked about. ‘This bank would be 
authorized to make loans at cost to the Government—that is, at the 
interest rate that the Government pays plus about one-half of 1 
percent to cover administration—and that would be for three types 
of housing, although Dr. Wheaton expressed the opinion that it 
would be chiefly for home ownership. 

In the larger cities we do need it for cooperative housing and for 
rental housing: 

That would take in a very considerable part of the groups that are 
commonly called moderate or middle-income housing. 





DISCUSSION OF FEDERAL HOUSING PROGRAMS 63 


What we have not advocated, although many people believe they 
will be needed in due course, are loans at still lower rates of interest 
to nonprofit corporations and to families cae could only pay smaller 
amounts and still not be eligible for public housing. But that involves 
an interest subsidy which we are not recommending at this session of 
Congress. 

For the purpose of cooperatives, rental and sales housing under 
this middle-income section, we believe that $3 billion a year in mort- 
vyage loans should be authorized. That would provide for some- 
thing like 300,000 to 400,000 families, depending, of course, on the 
type of housing built and the area where it was built. 

The third part of our program deals with metropolitan planning 
and market analysis. The functions of the Federal Government in 
housing have now become so extensive and interrelated that they can 
no longer be performed safely without careful analysis and planning 
on a coordinated basis. We have public and private housing, FHA 
insurance, uninsured mortgage lending, VA loan guaranties,’ deposit 
insurance, slum clearance, urban renewal, rehabilitation and enforce- 
ment, and local public works, and all of these are related in local 
communities. The head of the housing agency must be responsible 
for their coordination, and local governments must have some 
authority to supply coordination and information concerning these 
programs. 

Although Federal programs operate on a multiple basis, there is no 
single local metropolitan planning agency or government which can 
coordinate these programs locally. We recommend that the Secre- 
tary of Housing and Urban Affairs shall establish an office of coordi- 
nation in each metropolitan district and that the director of this 
office shall os responsible for the analysis of housing markets, housing 
needs, mortgage security, mortgage markets, and trend in urban 
growth and deterioration in each metropolitan area, and that the 
director of this metropolitan office shall encourage the establishment 
pursuant to State law and local ordinance of local agencies for metre- 
politan planning. 

The Federal Govenment would have certain powers to com] vel ¢ 
facilitate the organization by State and local of such me tropolitan 
agencies, because through the director, the Federal director in each 
metropolitan area, he could reduce the maximum mortgage insurance 
rates or the maximum grants available for public works planning or 
for urbs - renewal and the maximum loans available for public housing 
Say by | percent eac th year for each local grovernment that has not set 
up some sort of official metropolitan planning agency 

Until an official agency is set up, the director could set up an advi isory 
committee which would consist chiefly of the officials of the munici- 
palities in that metropolitan area, and eventually an official metro- 
politan agency could be set up. 

In each case, if the director of the metropolitan area on behalf of 
the Federal Government should formulate policies for that area, he 
would submit his proposals to the advisory cmidie and to the 
official agency for their comments and consideration. 

We believe very strongly that the program of aids for local public 
works has to be upped considerably. 1 notice that in the pending 
bill the administration is proposing what would amount to a $48 
million revolving fund for planning of public works, and that certainly 
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sirable step. We think that if it were increased by 
$20 million each vear until we cot to the pot where the outstanding 
mount of public works that were in the planning stage and that would 
be available when and if needed would amount to $20 billion, that is 


thre mount that would be needed to keep this country YOY and keep 
employment at a high level in case of any form of recession or depres- 
We also beheve that the Federal Government in connection with 


ocal public works should have the power to guarantee the bonds of 
Ma pul He agenpncles used for the acquisition of sites for local com- 
munity facilities well in advance of actual need. We know that verv 


often if the land acquisition is held to the last minute it means that the 
ar ual onetrie ‘7 fihoa blic ol dala > »Q an . 1 +} 
actual construction Of the public WOPrKS Is delayed z2 Oro Vears, and the 
policy of acquiring land well in advance is one not only well known in 
the S andinavis n countries but has often been advocated here and 
would put the public works money to use at a much earlier date. 


the existing program of loans to communities for local publie 
works. such as sewer and waterworks, should be increased to a billion 


There is a terrible shortage, a very severe shortage of professional 
City planmn rs and housing t¢ chnicians, and we believe that there should 
be authorized and ap propriated a million dollars a Vear for a 10-year 
period for scholarships for graduate traming for professional city 


planning and housing technicians. 

Insofar as slum cleprance, urban redeve eens, and urban renewal 
are concerred, we think that the emphasis hs to be placed on con- 
tinuous planning rather than planning on a vena Ber basis. Too many 


communities are foreed under the present financn ge arrangements, 
under the present contract arrangements, to provide or outline a 


pecific project which gets underway and is finished after a few years 
and then comes to a halt, and we ve ‘ve that the | ad Renewal 
(Administration should be authorized to provide up to 90 percent of 


local expenditures for rebabilitation onl conservation activities and 
for redevelopment planning on an annual —_ Annual expenses 
from the Federal and local governments would be allocated on a pro 
rata basis to any project subsequently financed in accordance with 
existing’ two-tl irds and one-tl ird financing basis. 

Then, too, the financial formula for urban redevelopment projects 
under title I of the Housing Act of 1949 must be modified to require 
that local expenditures authorized as part of the project plan shall 
not be required to exceed one-third of the total expe abates required 
to complete the redevelopment plan. In other words, although the 


1 


law now says that the Federal Government will absorb two-thirds of 


the loss, very often the local community finds that it is absorbing 
much more than one-third, and, as a result, at the end of its first 
project, it is unable to goon. And if this two-thirds/one-third arrange- 
ment was made actually mandatory and not discretionary, we would 


et more urban redevelopment in our cities. 
Then. too. the HHFA through the Urban Renewal Administration 
ould pi rmit the a quisition of areas to be cle ared over a period of 


years The areas now have to be acquired and cleared and rebuilt 
with all practicable dispatch. This inevitably means disruption and 
inhuman treatment of aiiaila, sein tanihess wits: Sheba Ciriete, 


social and cai institutions, inevitably means higher costs 
re esistance and politi al tensions. 
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A more orderly and human and economical policy would permit 
localities to acquire sites over a period of years, acquiring properties 
as they came on the market, demolishing structures as they are 
vacated, moving families and small-business men as vacancies permit, 
and rebuilding might also take place to a greater extent under 
system over a period of time, 

We believe that the capital-grant authorization under title I of the 
Housing Act of 1949 should be i increased by $1 billion. 

One of the most important problems, as the committee knows, in 
connection with urban redevelopment and urban renewal is the prob- 
lem of relocation of displaced families. There is much to be said on 
it. I would like to Say just for today’s meeting that the present 
requirements need strengthening and positive Federal assistance. 
Relocation must be viewed as an integral part of urban renewal. 
The law should be amended to require the presentation of a compre- 
hensive plan for population density and for the relocation of popula- 
tion as a condition for Federal financial aid 

I would just like to interpolate here and not on behalf of the National 
Housing Conference that in New York (¢ "ity we are faced today with a 
displacement of 67,000 families within the next 3 years by reason of 
the proposed acquisition of property for public-works alone. That 
includes public housing, title 1, roads, hospitals, and so on. That 
does not include the thousands of families that might be displaced if 
the city really enforced its housing codes. In many communities this 
relocation is not only a cause of concern as far as the displaced families 
are concerned. It is a possible obstacle to the continuance of slum 
clearance and urban renewal programs because of local Opposition, 
because the machinery may not work well, or the families may not 
get the aid that they need or there may not be an adequate supply of 
low and middle income families. 


his 


I might say in passing that in New York City we have a very ext 
sive public-housing program, and that the eats ace a families who ar 
eligible for public housing are comparatively the fortunate ones. It 


is the families who are not eligible for public housing who will have 
and are having great difficulty in finding adequate places in which to 
live 

We believe too—I am going back to the National Housing Confer- 
ence program—that vacant land assembly projects should be encour- 
aged rather than discouraged as one means of easing the relocation 
problem, and that existing relocation requirements of the Federal 
law should be amended to require that adequate relocation housing 
will be available as families are displaced, rather than merely plans 
for relocation housing after January 1, 1956, as a condition for clearance. 

Now, just summarizing a few of the special problems. One is 
housing for the aging, which I know this committee is going to consider 
not only in connection with the pending bills but in a number of bills 
which have been referred to it. There is housing for minority groups 
and farm housing. 

I would like to clarify the record about something Dr. Wheaton said 
about the New York City no-cash subsidy program, because there 
may be some misunderstanding. In New York City after World 
War II, in order to take care of returning veterans who would need 
housing and who would not be eligible for subsidized public housing, 
the city established a program of public housing under which it 
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guaranteed the sale of Housing Authority bonds. Housing was built 
to rent at rents which made these projects self-liquidating. The 
rent in the first projects averaged about $16.50 a room per month. 
The city has continued to plan these projects because of the need of 
housing for moderate income families, sail the projects which are now 
under construction will probably rent between $19 and $21 a room 
per month. 

The State of New York has just passed legislation which does two 
things. It allows the State to make loans of 90 percent of the cost 
of projects to limited-profit corporations, subject to a referendum by 
the people in November, and it allows the cities to make loans of 90 
percent of the cost of projects to limited-profit corporations. It is 
hoped that the combination of these low-interest loans, payable over 
a 50-year period, probably plus tax exemption, plus the use of fairly 
cheap land, will result in rentals of $20 to $22 a room per month, 
which projects could take the place of any new no-cash-subsidy proj- 
ects. Of course, if these new limited-profit corporations cannot get 
cheap land or if they cannot get sufficient partial tax exemption, then 
the rents are likely to be $25 to $26 or $27 a room per month, for 
which there is a need, because no builder in the city of New York can 
build anywhere in the city for less than $30 a room per month. 

| would like to add also in connection with Dr. Wheaton’s reference 
to tax exemption that in New York City no projects under this pro- 
gram are completely tax exempt. These projects pay the taxes on 
the assessment of the land and the old buildings that are on the land 
before the project was undertaken, so that the city loses no money. 
Under the new program of State and city loans the tax concessions 
are limited to 50 percent of the value of the new project and are 
likely to be even less than that—likely to be 40 percent. 

Senator SpARKMAN. Thank you very much. 

Senator Monroney. You mean they cannot run more than 50? 

Mr. Rossins. They can’t run more than 50. 

Senator Monroney. They can be under 50? 

Mr. Rosstns. The city in its discretion can allow themselves less. 

Senator SpPARKMAN. Thank you very much, Mr. Robbins. You 
have given us a very interesting presentation. 

Mr. Jounson. Mr. Peter Henle of the A. F. of L. 

Senator SpARKMAN. We are glad to have you with us again. 

Mr. Henue. Thank you, Senator. 

I don’t want to take up too much of the committee’s time. I 
think we have heard two excellent presentations of, first, the need for 
housing over the next 5 years and, secondly, a program in which a 
number of these organizations have joined in formulating. 

I do not think I need to reiterate here the long-standing interest 
of the American Federation of Labor in housing no This goes 
well back into the days of the thirties, when the A. F. of L. helped 
at that time to urge Congress to pass the first public housing law. 

We are concerned in the housing field largely because we have found 
that our union members have had trouble finding decent housing. 
They still do. We are concerned for 2 categories of our members, 
roughly the 2 categories for whom special housing programs and 
speci al types of Government assistance are needed. First is the low- 
income group. Here we see no alternative except an expanded public- 
housing program. The level of public housing today, as you know, 
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has shrunk sharply as a result of the restrictions which Congress has 
seen fit to impose. We hope very much that a number of these 
restrictions can be lifted during the coming months. We hope that 
the number of units authorized can be increased. We in many 
respects want to emphasize that in so many communities the lack of 
public housing can become the bottleneck which is stifling the whole 
program, not only public housing but the local problem of rebuilding 
our cities, the whole slum-clearance and urban-redevelopment pro- 
cram. The question of relocation of individuals and families displaced 
by public-works projects has become so urgent that in many areas of 
the country efforts to get a slum-clearance program going had barely 
gotten underway when it was realized that sufficient housing at 
adequate levels of prices is not available to house those workers and 
families. In many respects we view public housing as the key that 
will help unlock the whole slum-clearance program. So that if it is 
obviously true that we are not going to be in a position to move ahead 
on slum clearance unless we have places to house those who are dis- 
placed, to solve that problem in particular, additional public housing 
will be needed. 

Senator SPARKMAN. Before you get away from that, and reverting 
to your reference a few minutes ago to the restrictions on public 
housing, you realize that under the law as it stands now any unit to 
qualify must be under contract for the loan and annual contributions 
by June 30 of this year. As of May 4, I understand that only two 
projects have been so qualified. They are 1 in Clarksville, Tenn., of 
200 units, and 1 in Somerville, Mass., of 42 units. 

Mr. Henue. Nobody from Alabama? 

Senator SPARKMAN. Making a total of 242 units. No, none in 
Alabama, and there probably won’t be under this year’s contract. 

Mr. Henue. Well, this is the very basic fact that we have come 
up against this year. It is a fact that could easily have been foreseen 
in advance. It was foreseen by 

Senator SpPARKMAN. I was about to say, do you remember that 
some of us called attention to that when that restriction was put into 
the law? 

Mr. Henue. Yes, indeed. What I meant was it could easily have 
been foreseen and perhaps it was foreseen by those who actually 
favored the restriction. Since there were so many individuals both 
in Congress and out who called attention to the restrictive nature of 
these provisions, it seemed clear to us that those who favored them 
could only have done so with the knowledge that they were in effect 
slowing down very seriously the rate of public housing. 

Senator SparKMAN. Whether they did that or not, I think we would 
all be agreed that they do need removing. 

Mr. Henze. They certainly do. 

The other area I want to briefly call attention to is this problem that 
both the previous speakers have touched upon, the problem of middle- 
income housing. In other words, that is the group that is not serviced 
at the present time. This is really the hand-me-down group. At 
the low-income scale, people have a fighting chance, at least a bare 
chance of getting into a public-housing project. At above this level, 
people, even if say at the higher middle income groups of $5,000 and 
over—if the family has sufficient cash resources or if they are veterans, 
these people are the people who can move into new housing projects. 
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But in between this lower and middle income eye are included 
many of our members and their families. They have to look forward 
only LO hand-me-down housing. 


One point that | think is worth calling attention to here is the fact 


that this is not a new problem. It is a problem that we worked on 
previously | think it was in 1950 that Congress considered a section 
of the housing law that was designed to do roughly what Mr. Robbins 
has set forth here. The emphasis at that time was more on multi- 


Init projects, apartments, than on single-family homes. But at that 
time you will recall a provision to establish roughly the same sort of 
arrangement, not direct Government mone \ but Government-insured 
money at the cost of mone Vv to the Government, plus one-he lf percent. 
This was defeated in the Senate, as I recall, by a vote of only 43 to 38. 
So that this. is an issue which the Senate has considered before and 
which lost only by a very narrow margin. 

We have worked with the National Housing Conference on this 
program. We feel that the proposals which have been made here are 
sound. They are practical. We feel they are in line with what 
American families want in terms of single-family homes. We think 
the program has to be slanted this way. We have to make it possible 
for the people in this income group to have single-family homes if they 
want them, and experience has shown that that is the demand in the 
housing market today. 

| just want to leave with vou these two points—-publiec housing for 
the low-income families and a new program of Federal assistance for 
this low middle income group. 

Now a final word. Our people in the building trades of the A. F. of 
L. are actually the people who are out working on many of these 
projects. They have noticed in many respects a very significant 
increase in productivity on construction projects during the last few 
years. | think this fits into the housing picture, because it is going 


to make possible more housing for the same price or better housing at 
a lower price. At any rate, the productivity in the industry has been 
rising to where we shoul 1 be ab le to see some results in terms of hous- 
ing prices. This is not true on the market, but we think it is true in 


terms of actual experience on the job. We think this is one reason 
why, if we can interest the Government and interest some farsighted 
private builders in tackling this low middle income group, we can do so 
at prices that this group can well afford to pay. 

Senator SPARKMAN. Thank you. Senator Payne. 

Senator Payne. Just one question. Has anybody projected what 
the effect may be on need for housing if there should be any real 


action taken under the industrial dispersal program? In other words, 
where industry moves out of concentrated areas and ae een into the 
outlying sections, the housing has to invariably follow it, hasn’t it? 


Mr. Henue. It certainly does. I have no knowledge of any special 
studies, but the point you raise, Senator, makes me comment in this 
way. Housing has got to be where the people are. For example, we 
have this trend to the suburbs. This may mean that there will be 
more vacancies in the downtown sections of the city. But if people 
do not want to live in the downtown sections of the cities those 
vacancies are not doing anybody any good, even though they may 
turn up in some housing survey as a significant vac ancy figure. Our 
whole American population has become more mobile. They are not 
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interested in living in the middle of cities. They are interested in 
going out of the cities. This plays havoc with the figures of just 
plain housing need. It just isn’t the fact that there are six or eight 
hundred thousand new households, but it is also the fact that the 
number may be three or four or eight hundred thousand or a million 
families who want to move from their present location out to the 
suburbs. They are not new households, but they are still in the 
housing market. 

Senator Payns. That is why I asked the question, I was wondering 
whether or not any survey has been conducte don that. For instance, 
coming down from my home you travel down Route 128, and there 
are new plants on the outskirts of Boston. You see building up all 
around those plants brandnew housing developments. You get it 
all the way down through Connecticut. They are going out from 
the heavily populated areas into the so-called rural areas. I was just 
wondering whether or not surveys have been conducted to show what 
changes have taken place and what the demand reflects. 

Mr. Henue. I know of no specific survey. Maybe 
other gentlemen do. 

Mr. Rossrns. I think there would be some rather interesting 
byproducts if that continues, and that is that urban renewal and 
urban redevelopment will be facilitated; and, secondly, that there are 
a great many middle-income families who are now forced to leave 
cities not because of new employment opportunities who would move 
into good housing in the central cities again should there be sufficient 
dispersal of other families. 

Mr. Jounson. Mr. Ben Fischer, of the CIO. 

Mr. Fiscuer. Gentlemen of the committee, we have already heard 
so much that covers the field that I do not want to repeat. We, of 
course, associate ourselves with the statement of the National Housing 
Conference, which we always have been part of. I want also to second 
the remarks made by my colleague, Pete Henle, of the A. F. of L. We 
worked together in housing before the big shots got wise. 

Senator SPARKMAN. I just wondered what was going to happen to 
your jobs now that you have had a merger. 

Mr. Fiscuer. Pete and I aren’t worried because neither of us have 
jobs in this field. 

I just want to cover a few things that perhaps have not been 
emphasized. 

One of the problems that I think we may run into as we move into 
the area of attempting distribution of new housing is some of the 
fears and backgrounds that you will find in what we now call the 
middle-income group. It was not very many years ago when a lot 
of people who are now the middle-income group back then were low- 
income working people, who lost their homes as a result of recession 
and unemployment and illness and other things. One of the things 
that should be given study and is occasionally given rapid considera- 
tion but never very thorough consideration is the development of a 
well-rounded housing program that will be attractive to the middle- 
income groups, and that will enable the distribution of new housing 
to be more realistic. Some method of protecting the homeowner in 
the event of adversity, economic or personal. The average working- 
man who does buy a home is usually not operating at a very high 
margin. It fits into his budget primarily based on the assumption 


some of these 
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that he is going to be working. He may have a few hundred dollars 
in the bank, but by and large the average workingman getting into 
he home-buying and home-owning field is operating on the assump- 
tion that his income is going to continue, 

While I do not join with some of the horrors which are being 
expressed over the present high level of home building and home 
purchasing, it is nevertheless true that one of the things being pointed 
out is that people in many instances are straining their resources to 
purchase homes. That has some grain of truth in it. Of course, the 
folks who seem to be shouting about this don’t come to the logical 
conclusion that something should be done to protect these people. 
Apparently the solution indicated is that they ought to be permitted 
or encouraged to buy homes. That is not in keeping with our 
American way of life or with our economic needs or with what these 
folks are entitled to and need. 

The American Federation of Labor and the CIO and the National 
Housing Conference have long advocated that some system of mort- 
gage insurance for the consumer be devised. Everything in FHA is 
designed to protect the lender. There is nothing in FHA which is 
designed to protect the consumer in the event that he runs into any 
kind of trouble. If he runs into trouble, the lender is protected but 
the consumer is not protected. 

[t seemed to us that an FHA program or any Government program 
in this field, especially as it reaches down to the lower-income groups 
who depend on their daily or weekly or monthly. income, ought to 
have built within it some form of insurance which will tide over 
the homeowner in the event of temporary personal or economic 
adversity. 

Secondly, one of the reasons I think that we have some maldistribu- 
tion of housing is that there are so many obstacles in the way of 
minority families purchasing their own homes or even renting new 
housing. I don’t want to go into any elaborate discussion of this, but 
obviously any consideration of where we are and where we are going 
and the solution to our problems has to include our minority problem. 
In most of our gréat cities the slum problem and the overcrowding 
problem in all too many cases involves not only physical properties, 
but it involves peculiar and unique economic problems which minority 
folks encounter. In many areas of the country the relatively well- 
off Negro families cannot obtain housing. They cannot get land. 
They cannot build. They cannot get money. There is no end of 
obstacles. There is going to be no way over the long pull of solving 
our social and economic and housing problems without solving this 
problem of providing adequate housing, adequate neighborhoods, and 
democratic housing practices for the millions of Negro families, and 
other minority groups, in this country who require such aid. 

Senator SpARKMAN. You know, of course, that in some areas a 
really fine job has been done. 

Mr. Fiscusr. That is usually in the South, not in the North. 

Senator SPARKMAN. I am more familiar with the South than I am 
with the North. I had in mind, of course, such places as Memphis 
— others that I might name. But my experience bas been—and 

gain it relates to the South, and I have had this up many times— 
that the greatest difficulty is getting financing, in spite of the fine 
record that has been made almost without exception in every single 
project of that kind that has been financed in the past. 
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Mr. Fiscner. Surely the time has come when the financing fra- 
ternity has got to be notified that if they want to be in the housing 
market, they ought to be in the housing market in a reasonably Amer- 
ican way. This outrageous prejudice that you run into in this one 
area ought to be combated. 

I do not think that over the years FHA has done much about this 
problem. In fact, FHA has often bolstered up this malpractice. I 
think perhaps in recent months some improvements have been made, 
some progress has been made. But we are making progress very 
slowly, to say the least, and the time is long overdue for us to do 
something about it. 

Now to get to the urban renewal program. The chairman has 
posed the question of why doesn’t this thing get off the ground. I 
was an alternate member of the President’s Housing Committee and 
participated in all of the sessions and the writing of that report. As 
a matter of history—I don’t say it boastfully—it was a great docu- 
ment. What it said nobody ever found out, except it was long. We 
had shirtsleeve conferences at which we all said things. We had our 
pictures taken. We now have a new organization, known as the 
American Council To Improve Our Neighborhoods, and I am privi- 
leged to be a director and member of the executive committee of that 
organization. 

There is only one thing that has puzzled me, and that is: What is the 
urban renewal program? All the organizations and agencies are 
promoting it, but it is very difficult to find out what it is. There is 
a very real problem as to just what it is we are trying to do. The 
publicity is excellent, and I think it is likely to improve. What it is 
we are publicizing, what it is we are promoting, seems a bit vague. 
One of the reasons it is vague, I am convinced, is that at the heart of 
the urban renewal program, if it is to succeed, is the question of 
housing. In the urban renewal program as it is generally being 
sponsored by many people who are involved in it, housing is nothing 
but an interloper. If the urban renewal program is to succeed and 
is to become something that you can put your hands on and define and 
see, it is going to be primarily a housing program, with some offshoots. 

I have no objection to building apartments and getting some new 
factories and new office buildings and new stadiums or anything else 
that is required in the redevelopment of a city or any area of a city. 
But fundamentally urban renewal is going to succeed only if it tackles 
the No. 1 problem, which is not stadiums, and it is not new office 
buildings. The No. 1 problem in our great cities is housing for the 
people because housing conditions are bad. By and large the urban 
renewal program does not forthrightly tackle this, and it doesn’t for 
one simple reason. 

Senator SPARKMAN. You would not tie the two together, though. 
You would not make one conditioned upon the other. You would 
have a close association. I am thinking, for instance, of some of 
those slums that you would like to get rid of and not put housing 
back there. 

Mr. Fiscuer. I don’t care where you put it, but you have to put 
it somewhere. 

Senator SPARKMAN. That is what I mean by having an association, 
In other words, there has got to be adequate housing built somewhere 
to take care of those people who are displaced, but at the same time 
it would not be a part necessarily of that slum clearance project itself. 
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Mr. Fiscuer. lam afraid, Senator, I have to go a little further than 
vou. What I am trying to say is that the basic pattern of motivation 
of urban renewal has got to be to improve the housing supply, its 
character, its price structure, its economic factor, its social patterns, 
and the quantity of housing. 

Senator SPARKMAN. But a part of that is to be done in a negative 
way, that is, by getting rid of some of the slums and replacing them 
not in the same p lace but somewhere else with decent housing. 

Mr. Fiscurer. I am sure I would agree with you, but I fear to do so 
because you are making a distinction which you understand but the 
folks who generally make that distinction do not understand. The 
negative way is about 90 percent of the way, and slum clearance is 
most of the program. 

[ sit on an advisory committee in Pittsburgh. Pittsburgh, you 
know, is where we are doing wonders. Some day we are going to 
build a house. We haven’t done that yet. We have done about 
everything else, but not one house is built as a part of this program. 
There is no provision for a house as a part of this program. We are 
putting in a new school as of March 1. We still haven’t talked 
about a house. 

Senator SPARKMAN. Have you by any chance read the transcript 
of the conference the other d: ay. 

Mr. Fiscuer. No. 

Senator SPARKMAN. I asked a good many questions about this. I 
asked somebody on the building side, and I believe they told me there 
was one going in Baltimore, but I don’t know whether it has any 
housing involved in it or not. Yes, there is housing built in Baltimore, 
and people already living there. 

Mr. Fiscupr. What disturbs me, Senator, is that we no longer have 
what we had years back. I don’t like to be old-fashioned, but in this 
regard maybe some old-fashioned nostalgia will help. Back when 
we were all young, slum clearance and housing were two parts of the 
same thing. The great motivation for slum clearance was not 
primarily economics and tax base. People didn’t like to look out of 
office windows and see ugly homes and so on. The great motivation 
for slum clearance was to take these folks out of these slum dwellings 
and put them into good housing. That is no longer the motivation 
in most of the communities I know anything about. 

It is understood by humane folks that when you tear down slums, 
people are going to be torn down with it, you have to do something 
with them. You just have to. No one is going to be so inhuman as to 
do nothing with them. That is known as relocation. But behind this 
program is not a great dynamic desire to improve the housing supply 
and to replace the slums. I am not talking about that particular 
location, but to replace the housing units which were slum housing 
units with some important gains in housing accommodations avails ible 
to people. I have been unable to see that kind of motivation in the 
major forees behind this program. In every community you will find 
very good people who have this in mind and do everything they can 
about it, but the major dynamic behind it is not that at all. It relates 
to other things. The urban renewal program is not going to get off the 
eround as long as it refrains from being a housing program. It will 
not become a housing program as long as it is dominated in large 
measure, not only at the governmental level but in many other 
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respec ts, by a fear of pub lic housing and a fear of the kinds of Measures 


that have to be taken to provide middle income housing. Both are 
needed LO solve this proble Mm. The Diajor prob m in urban renewal 

“How do we do it without public housing?’’—and every group | 
have sat with and every committee 1 have been on, that has been the 


dominating shadow, and they devise pages and pages and pages 
| once had arthritis, gentlemen, and | asked my coc tor what | could 
do about it. He said: 


Well. I have volumes in my librarv about what to do about it—volumes j 
volumes and the reason I have so many volumes IS very Si! p N ot iv knows 
so they write big volumes. If you Want to kno what 1 t pht | 
have a little book that has it all in a fev pages They ri What to ¢ 


that. and therefore they don’t have to write big tomes 


| think when vou eet into tl ie fiel ld of ur ban renew al and what you 


do about relocation you find the same kind of thing. We are getting 
an increasing quantity of lit — Some of it is good and some of 
it is necessary, but most of it makes such tedious reading primarily 


because it does not go to a very simple solution that is available 
yublic housing and a sensible middle-income program It tries to 
devise fancy formulas for avoiding these things. I might say that 
many of these fancy formulas which are designed to avoid govern- 
mental control—that is socialism, I think they call it—Karl Marx 
would recognize as being very close to his heart. The section 220 
program, for instance, which I am for—-l don’t see anything wrong 
with it—they call that private housing. I don’t know what is pri- 
vate about it. It involves no risk to private enterprise. Of course, 
private builders build them, but private builders build public housing, 
too. There is nothing remarkable about that. 

It seems to me that the time has come when we must face up 
the problem of what is wrong with the urban renewal program. What 
is wrong with the urban renewal nem um, and the reason it cannot 
get off the ground and the reason it does not get tremendous local 
support in our various cities too often is because it does not direct 
itself to the real problem, which is to tear down the slums and put 
up housing for those folks who are there. It does not face up to it. 
It seems to me that we ought to stop fooling ourselves and stop this 
idle experimentation with a great deal of human misery and give these 
folks achance. I was forit. These people Say they could do all these 
things. I serve on all their committees. I say, “Go to it. God bless 
you.” But nothing has happened. It is quite apparent nothing is 
going to happen of any significance. There is going to be something 
here and something there, ve ry carefully nurtured and calculated, but 
none of this seems to be workable on the basis of any of the machinery 
that has been set up because most of it is conditioned upon the fact 
that you must not have public housing. 


I just want to close by saying that in my city of Pittsburgh we are 
pretty fortunate. Our first big slum clearance whic h imvalees the dis- 
pli cement of people, is just about to ge t unde rway. It is not going to 


involve too much of a problem of reloc ‘ation. ‘The reason is that we 
got into one of these prior allocations of public housing, some years 
ago. I think we have a thousand public-housing units waiting, avail- 
able to us, under contract, and what have you. So whenever we talk 
about relocation we point to those thousand public-housing units. 
That is the solution of our relocation problem. We were to get into 
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a second project, we have 5 or 6 lined up, eventually to involve a very 
substantial portion of the city of Pittsburgh. When we get to our 
second one of those the thousand public housing units will not be 
available. We will then be up against what so many folks are up 
against—no solution to the problem of relocation. If instead of this 
we were putting the kind of imagination and energy and money and 
ability to serve that is now at work figuring out all kinds of important 
community advances in our city—if instead of that we were putting 
that to work figuring out how to solve our housing problem, which 
we are not doing, I think we could make ve ry great progress. 

[t ought to be the job of Congress to tell folks what the problem is, 
because I think people listen to Congress. I think legislation should 
be designed to see to it that urban renewal becomes primarily a hous- 
ing program, which I think if you go way back is what it started out 
to be. 

Senator SparKMAN. Thank you very much. 

Mr. Jounson. How much time do we have? 

Senator SpARKMAN. We can go ahead. I hope these gentlemen 
can stay with us a few minutes more. 

Mr. Jounson. Mr. Wallace Campbell, of the Cooperative League 
of the United States. 

Mr. CampsBe.yi. So much has been said about the general program 
that I want to concentrate most of my time on a very brief statement 
of the problem having to do with cooperative housing and middle- 
income housing. I would like to say at the outset, however, that 
there is a great deal of talk about overbuilding, and particularly 
about ove iil ling in Washington. It may be sentimental, but so 
long as there are 25,000 housing units in the District of Columbia 
without indoor toilets W ashington is not in danger of being overbuilt. 
Those are 25,000 units that people are living in with no indoor toilets. 
The problem is still a severe one here. 

On the matter of public housing, I would just like to remind the 
committee that you all went through this back in the days when 
Senator Taft was erusading for public housing, passing a law which 
is still on the books, providing for 135,000 units of public housing a 
year. The proposed 70,000 units is way under what was looked 
upon as a need back as far as 1949. 

[t was interesting to see in the press yesterday that the conservative 
campaign in Great Britain is being waged partly on the fact that they 
intend to keep building 200,000 public housing units a year in Great 
Britain. That is the conservative campaign in Great Britain. 

On the matter of cooperative housing, which is one of the primary 
ways to lick the problem of middle income housing, your committee 
adopted in 1950 a program which was originally the Sparkman bill. 
Your committee recommended to the Senate the creation of a middle 
income housing program revolving largely around cooperative housing, 
which would have provided mortgages with 50-year amortization and 
with money at the cost to the Government plus one-half of 1 percent. 

Senator SpARKMAN. I believe the bill that we reported cut the maxi- 
mum of 50 to 40 years. 

Mr. CampseE... I guess it was introduced at 50 and as reported to 
the Senate it was 40. 

Senator SPARKMAN. As & maximum. 
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Mr. Campse.u. That is right. The compromise that grew out of 
that bill was section 213 in FHA. In the 5 years that have just been 
completed 50,000 units of cooperative housing have either been built 
or are in the process of financing or construction. That is a substan- 
tial record, but in 5 years that is only 10,000 units a year. That 
program was working along fairly well until a year ago. It provides, 
as you know, for 40-year amortization as a maximum and for 4% per- 
cent interest on multiple-family homes and 443 percent on single-family 
homes. 

Last year the Congress amended the section by making what 
sounded like a small innocent change. A change from estimated 
replacement cost for gaging the mortgages available, to estimate 
value. You may remember that we testified before this committee 
and before the committee in the House, warning what that would 
mean. Actually, this change has brought the cooperative housing 
program to a virtual standstill. 

What is involved is pretty well illustrated by what happened right 
close at hand here in the town of Greenbelt. The veterans housing 
co-op had purchased the old housing in Greenbelt and set up a new 
organization to go ahead and build middle-income housing. There 
were 800 acres of land available. It looked as though there were 
plenty of money available. The section 213 provisions in FHA were 
fine. They spent about 14 months getting all ready. Then the bill 
was passed changing it from estimated replacement cost to estimated 
value. FHA withdrew its approval and had the project reappraised, 
which means that the new appraisal on the basis of what is called 
value in FHA brought the available mortgages down to about 65 
percent instead of 95 percent, which they are supposed to get under 
this program. It meant that the downpayments which had to absorb 
all of that difference made this out of sight completely. They have 
attempted to get an adjustment made, and there is now another 
reappraisal being made. ‘The residents of Greenbelt lost thousands 
of dollars. Last week they had to give up 700 acres of the 800 acres 
they planned to build on. You have a human tragedy as well 
as an economic tragedy growing out of it. 

What does this matter of value mean? To the FHA it means one 
thing. To the Senate and House I think it means something else. 
To the Senate and House it means a reasonable value that is estimated 
by somebody who is in the business and knows what value should be. 
The FHA formula as it has worked out now, particularly on multiple- 
family housing, is a capitalization of expected income. 

The people who buy or build a house in a cooperative housing 
project or in an apartment cooperative housing project do not build 
that in order to get a return on their investment. They build it in 
order that they may live in it for the next 20 or 40 years. They 
often build these projects in areas which are not prime investment 
locations in order that they can get a lower cost site. If it is satis- 
factory for the people who are going to live there, there is no reason 
why they shouldn’t do it. Yet the FHA knocks down the estimated 
value substantially there. You have to increase the downpayment. 
If the people want something rather modern that hasn’t been approved 
for the last 20 years in housing design, FHA knocks that down again. 
When people want livability “and want 2 bedrooms or 3 bedrooms 
instead of 1 bedroom—and the average American family ought to 
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have a right to live in a 3-bedroom house if they can afford it—the 
FHA in a recent case in New York rejected a proposal for 5'-room 
apartments which provide you with 2 bedrooms. They said that if 
this were built with 4% rooms per apartment they would approve it, 
because this would bring an estimated value, so that if somebody 
else bought this project from the cooperative somewhere along the 
line they could get a good return for the money. 

it is fantastic to try to use the old systems of value in a project that 
is set up for livability, for just the use of people. FHA itself has 
discarded this old value technique in appraising homes that are built 
under section 203, which is the single-family home ownership. It is 
just that this is one kind of house. It is homeownership with a group 
of people working together. They build the homes or the apartments 
to live in and not for investment, and you have to use a different kind 
of formula to work out a satisfactory change. 

We heartily recommend that we go back to the estimated replace- 
ment cost. ‘There were no scandals in the cooperative housing section 
of FHA. There was no mortgaging out. There were none of these 
other things that happened in the old section 608 program. Yet just 
the scare of the housing scandal apparently produced this change in 
the law. 

Senator SPARKMAN. Let me check one thing right there with refer- 
ence to the housing investigation. You will recall there was some 
criticism that perhaps was justified—I think it was justified—that in 
some areas <a had been an effort made apparently to use section 213 
housing or to utilize that section for other purposes. As I recall, our 
report did cover that. 

Mr. Campsetu. There may have been a couple places where FHA 
did not hold as strict a rein on it as they should, but there are ample 
safeguards. 

Senator SpaARKMAN. The sponsored-type cooperative. That was 
subject to criticism, although I will say it did not go to the type of 
housing that was intended under the section. 

Mr. Campspeti. That is right. There are adequate safeguards if 
they are enforced to provide that the builder sponsored cooperatives do 
not go awry on this thing. But there has never been any problem on 
the consumer sponsored cooperative housing, and this has just brought 
it to a stop. 

Actually, in terms of what ought to be dSne if we are going to meet 
the problem of middle income housing, we ought to apply one of the 
most successful formulas that has ever been used by the American 
Government in meeting an economic problem, and that is the Rural 
Electrification Administration. You may remember that private 
enterprise was not doing an adequate job in that field. The Govern- 
ment set up the REA, made the loans available to everyone, including 
cooperatives, and during the last 20 years—the anniversary will be 
Wednesday, and I know several of you have participated actively in 
supporting that program—nearly 4 million families have received 
electricity under that program. New markets have been created. 
The regular utilities have expanded with the competition and yard- 
stick of the program. Everybody has been very happy. 

We would like to suggest that you ought to make loans available 
for this kind of middle income cooperative housing at the cost of money 
to the Government, plus one-half of 1 percent, so that there would be 
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lower cost capital available to build in this area. We think that is the 
only way you are actually going to get down to meet the needs of the 
lower income families. It fits the American pattern. More than half 
of the farmers, who would not run off for any strange ism or anything, 
have electricity through this type of program, and we would like to see 

you try it in housing. That is essentis ally what vour Sparkman bill 

provided for in 1950, and this committee was for it. We would like 

to see you try something like that as a way to really lick that problem. 

In the meantime, we would like a few perfecting amendments on the 

section 213 program. 

Senator SPARKMAN. Thank you. 

Mr. JoHNsoN. Senator, our last official witness is Oliver Winston, 
Director of the Housing Authority of Baltimore and past president of 
the National Association of Housing and Redevelopment Officials. 

Mr. Winston. Mr. Chairman and members of the committee, 
there has been so much said this morning about the entire program of 
housing and redevelopment that I will not take up much of vour time, 
but would like to make a few observations from the standpoint per- 
haps of a little different nature than the others who have preceded me. 

In speaking for the National Association of Housing and Redevelop- 
ment Officials, | am speaking for that group of individuals and organi- 
zations which for the most part are the local agencies and local officials 
who are responsible for carrying out the housing development, and 
urban renewal and redevelopment programs in the localities in which 
these officials operate. I, for instance, am functioning as a director 
of the Baltimore Housing Authority, and for some 21 years have been 
an official in the whole housing redevelopment and planning field. 
] propose some observations with that experience. 

1 think that the chief concerns of the National Association of 
Housing and Redevelopment Officials at the moment are two: One, 
we are very much concerned about legislation which is responsive to 
a physical need, an American need which is important in my opinion 
at the present time, responsive to a need for flexibility in allowing 
localities to interpret that need in the way which they think is most 
appropriate to what that city wants and needs and how it can pro- 
duce a redevelopment and renewal program or public housing program. 

Our second concern is about the administration of the program as a 
whole. We are concerned about having an administration of the 
program which is responsive to the legislation enacted, not so much 
responsive to those who have tried, in some. cases failed, in efforts to 
restrict the program. What | am saying is nothing which I have not 

said many times to those responsible for the administration. They 
know my views. They know the association’s views, and it is a 
friendly criticism and a friendly offering of what we think is the most 
important phase of the program. Perhaps it does have a lot to do 
with why at the present time there are 242 public housing units under 
loan contract. Part of that is because of restrictive legislation, and 
I think a part of it is for other reasons. 

We are concerned about the administration of the program being 
based on what I think is a wrong concept of the relationship with the 
local agency, which is responsible by Federal law and by local law 
for the entire initiation, for the building, the ownership, and man- 
agement of these programs. We are very much concerned about the 
present interpretation of that relationship. It is being manifested in 
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several ways. It is being manifested in ways to impose more and 


more controls on the operations, efforts to impose more and more 
the so-called norms which are derived from statistical averages in 
Washington of what densities should be, what the types of units 
should be, and the entire procedures which are required locally for 
getting these programs underway. The rigidity of the program has 
been tightened up to a point where it is in a straitjacket to a great 
extent, and only those authorities which are, I would say, large 
enough, strong enough, and sufficiently experienced to combat that 
are likely to make much progress without selling out completely in 
writing their prerogatives as local agencies, prerogatives granted 
them by State laws and local laws and not by Federal laws. 

1 think this thing grows out of perhaps an increasing fear of some- 
one making a mistake locally. I quickly add that those of us who 
formerly were with the Federal Government—I was for 13 years in 
this program, and have been with these local programs for about 9 
years now—know that the mistakes made locally are more quickly 
found out. You are much more sensitive to a mistake locally than 
you are in anyjother larger organization. You are much more respon- 
sive to a local concern. Public opinion is your chief boss there. 
You are much more responsive to what is needed and what means 
can be used to carry out that need. 

I think perhaps anything else I might have to say on this could better 
be developed by questions, but those observations I would like to lay 
before your committee as far as the professional organization called 
NARO is concerned, oa whose experience develops from those who 
are actually operating at the local level and have been for the last 
20) vears. 

Senator SPARKMAN. Thank you. Senator Payne. 

Senator Payne. If time permits, I wish somebody would tell me 
what is preventing the plans here locally from getting off the ground. 

Mr. Wrvston. I do not know about the local scene here in Wash- 
ington 

Senator SpARKMAN. May I suggest that there was a good bit of 
discussion of that in our hearing last week. If you wil] look at that 
transcript, you will see at least what the opinion of the housing officials 
may be on it. We had a good bit of discussion of it. Anything 
further? 

Mr. Jonnson. We have a group of vitally interested people back 
here that might have a statement or two. 

Mr. Werrzer. I would like to raise one question. After all this 
discussion, who is going to write a bill that will carry out these good 
ideas that have been discussed here. Who is going to introduce it, 
because the assortment of bills that we have here all fail to meet the 
criticisms that have come out of this morning’s discussion. I think 
what Mr. Campbell had to say a minute ago indicates what a ghastly 
mistake was made in changing a few words which brought to a stop 
a program that was really just getting underway in cooperative hous- 
ing, even though the proposal was not nearly as good as what Senator 
Sparkman proposed a great many years ago. The public housing 
thing has been reduce ‘d toa shambles. Mr. Fischer emphasized what 
is stopping our urban renewal program, which I perhaps a little bit 
irreverently termed “baloney” when it was in the bill that was passed 
by this committee and then passed by the Congress. But you can get 
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rid of slums. You can’t get rid of people unless you have houses to 
put them in. Who is going to undertake the job of s saying that you 
are to go back to the program of 1949 and bring up the deficit which 
has been created by the ghastly mistakes of the last 2 y seid 

Senator SparKMAN. I think there have Se some very fine sug- 
gestions made here, and of course it would be my hope that as a result 
of the hearings which start tomorrow we may be able to work out a 
good bill that may put into effect many of the good suggestions that 
we have had and that I hope we shall continue to get in es 
the hearings. 

Mr. Weirzer. Will there be a committee bill to testify on, or is 
there going to be just a repetition of the discussion that was had here 
today? 

Senator SPARKMAN. It is our purpose to take up S. 1800, with all of 
the other bills that have been offered related to it. But bee does not 
mean that suggestions and questions must be limited to those. We 
certainly will be inviting suggestions from everybody, and undoubtedly 
many questions will be put based upon the ideas that have been given 
to us in this group this morning. 

Mr. Jounson. May Mr. Sipprell make a short statement? 

Senator SPARKMAN. Yes. 

Mr. Srtpprevti. Mr. Chairman and members of the committee, |] 
would just like to add 1 or 2 little points. Of course, it is obvious that 
the public housing program must be unshackled from these restrictions. 
We have to be given some freedom in planning similar to the freedom 
and planning in urban renewal. 

Someone mentioned a while ago the need for housing the aged and 
single persons, a need which has not been fulfilled. Even though 
there may be bills being thought of now in terms of special programs 
for the aged, I think a very simple amendment would open the door 
to existing public housing by exempting the substandard housing 
requirement as an eligibility factor and permit us to take aged couples 
into public housing on a financial distress basis. A lot of people are 
moving into this over 65 age group, going on social security and pen- 
sions, and are facing very real financial problems in maintaining the 
standard of housing they have lived in for many years. We are forcing 
them to the wall by not being able to take them on a financial distress 
basis. 

There also should be some amendment to permit housing of single 
persons who are now being displaced in great numbers through slum- 
clearance sites for public housing and through the urban fenewal 
program, something we haven’t thought of in the past but I think is 
a real proble m to many urban communities. 

Senator SPARKMAN. Thank you very much. 

The hearings will start on the housing legislation tomorrow morning 
in this room at 10 o’clock. They will be open, and of course we invite 
all to be present. We hope at a later date to have some additional 
conferences and discuss the whole housing program, not only as it 
related to needed legislation but primarily as to how it is working or 
what needs to be done to make it work. You gentlemen have given 
a very fine presentation this morning, and we are indebted to you. 

(Whereupon, at 12:25 p. m., the subcommittee was recessed subject 
to call of the Chair.) 


course of 














DISCUSSION OF FEDERAL HOUSING PROGRAMS 


FRIDAY, JUNE 17, 1955 


Unitep Srares SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Hovustne, 
Wash ington, D. C. 

The subcommittee met, pursuant to call, in room 301, Senate 
Office Building, at 10:10 a. m., Senator John Sparkman (chairman of 
the subcommittee) presiding. 

Present: Senators Sparkman, Lehman, and Payne. 

Also present: Jack Carter, Staff Director, Housing Subcommittee, 
Committee on Banking and Currency. 
® George 5S. Goodvear, chairman, Division of Governmental Affairs, 
Herbert S. Colton, general counsel, John M. Dickerman, executive 
director, and Joseph B. McGrath, legislative director, National 
Association of Home Builders; John C. Williamson, secretary-counsel, 
Arthur P. Wilcox, chairman, and O. G. Powell, and Eugene C. Fretz, 
members, Realtors Washington Committee, National Association of 
Real Estate Boards; Samuel E. Neel, general counsel, Mortgage 
Bankers Association of America; J. Creighton Riepe, Investment 
Bankers Association of America; Harold P. Braman, executive 
manager, National Savings and Loan League; and Stephen Slipher, 
staff vice president, United States Savings and Loan League. 

Senator SPARKMAN. Let the committee come to order, please. 

There will be some additional members of the subcommittee here, 
but I think we had better get started. 

This is the third and last in a series of roundtable discussions which 
I have called in the hope of acquainting this subcommittee with the 
various viewpoints of organizations and associations having an 
interest in one or more of our various housing programs. 

You may recall that our original meeting was attended by rep- 
resentatives of Government housing agencies. Our second discussion 
was with the public-interest groups. This present meeting should 
more closely represent the viewpoint of the operating industry. 

I invited, at the request of Senator Bush, the president of the 
National Association of Real Estate Editors. Unfortunately, this 
group could not be present. In addition, the organizations invited 
here today were the Mortgage Bankers Association, Investment 
Bankers Association, National Association of Home Builders, 
National Association of Real Estate Boards, United States Savings 
and Loan League, and the National Savings and Loan League. 

As you are aware, the subcommittee has not asked that any formal 
statements be presented. We prefer, in fact, that this meeting be 
completely informal and that the discussion flow as freely as possible 
among all participants. 
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As to subject matter, we also have no formal agenda. I am hopeful 
however, that each of the groups concerned will express to the sub- 
committee its opinions on the various phases of housing most familiar 
to it and thus acquaint the subcommittee with the thinking of indi- 
viduals and groups actually engaged in providing housing or housing 
hinancing. 

Perhaps there will be some comment upon the present level of 
building, the decline in volume in rental construction and the corre- 
sponding rise in the volume of sales housing, the reasons why our 
slum-clearance and urban-renewal programs have not thus far met 
the expectations of last year. On these and many other subjects I 
am sure that the experts seated before us can give the subcommittee 
many valuab i pointers. 

| am sure that the discussion we have today will be helpful to the 
subcommittee’s understanding of the problems ‘of this operating group. 

I want this to be a roundtable discussion or roundtable conference 
just as has been suggested. I do not believe there will be more than 
3 or 4 members of the subcommittee able to be here. We have 
ample number of chairs up here, and the microphones. Therefore, 
I am going to ask the major participants if they will come up and 
take seats with us right at the committee table. 

I can start this off by asking some questions. Why not let me 
read a few questions first instead of having them answered as we go 
in order that it might start the discussion. 

As I said in the beginning, I hope that these discussions will be 
perfectly informal, no formality about it at all. We are seeking in- 
formation and help and guidance. It is not so much with reference 
to legislation, although that will be welcome also. As you know, the 
housing bill has passed the Senate and I believe it is being marked up 
now in the House committee and will eventually pass the House, and 
then there will be a conference committee. So, of course, comments 
regarding it will be welcomed although I hope we will not let that 
mire us down and take up most of the time. 

What we are really interested in is the overall housing program, 
what’s happening to it, what needs to be done, and how we can make 
it the kind of program all of us want it to be in order to supply the 
housing needs of America. 

The staff has prepared a few questions that I might throw out as 
openers for discussion. 

1. Is the present rate of building, approximately 1,400,000 units, 
too high, too low, or is it just about right for this country to achieve? 
And on what do you base your answer? 

2. We have had witnesses before the subcommittee who have 
stated that by the 1960’s this country will require a building rate of 
over 2 million homes a year to meet its requirement based upon new 
family formations as well as replacing housing which will become sub- 
standard. Do you agree or disagree? And, in any event, what 
would be your projection? 

3. Do you believe that the housing which has been produced and 
is being produc ed falls within the proper price brackets to fulfill the 
demands of home consumers in each of the income groups? Is there 
overproduction in higher priced homes? 

4. Is it feasible for the industry to produce housing in the $5,000 to 
$6,000 price range which would provide adequate living facilities for 
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low-income families, assuring reasonable profits to the builders, and 
be sufficiently attractive for mortgage investment? 

5. Can private enterprise meet all demands for adequate housing 
of those families displaced by urban redevelopment or urban renewal? 
If not, how can these demands be met with or without support of the 
Federal Government? 

6. Has the industry noted any change recently in the underwriting 
procedures of either FHA or VA? For e xample, has er re been any 
noticeable change in the land-valuation practices by either FHA or 
VA? 

7. You are all acquainted with FHA’s policy of giving credit in its 
commitment for a builder’s use of quality materials. Has this pro- 
cedure proved realistic? In this regard, are minimum property 
requirements the proper base to be used, or should a new unit of 
measurement be employed to establish value? 

8. In the housing amendments of 1955—that is, 5. 2126, as it pt assed 
the Senate—the home improvement loan program under title 1 was 
extended for 5 years, and the maximum permissible loan for improve- 
ments of a single-family structure was increased from $2,500 to $3,000. 
Do you care to comment about this or any other phase of the title I 
home improvement program? 

9. In the Housing Amendments of 1955 as they passed the Senate 
several changes were made in section 213 of the National Housing 
Act relating to cooperative housing. Among these changes were (@) 
a provision to enable FHA to insure a mortgage on a cooperative which 
contains 8 or more family units, dropping it from 12 which is the 
present limit, (6) in arriving at the maximum amount of mortgage 
insurance FHA is to use estimated replacement cost instead of esti- 
mated value, and (c) a provision is included for the appointment of a 
special assistant with adequate staff to expedite cooperatives. And 
I may add there that in the report we particularly pointed out the 
desirability of promoting true cooperatives as contrasted with what 
we might call promotional cooperatives. We would welcome any 
comment regarding these changes. 

10. It is understood that since June 1954 FHA has mailed about 
7,000 questionnaires to various builders seeking windfall information 
about section 608 projects. It is also understood that in cases where 
substantial windfalls have been shown FHA will refuse to approve 
new applications for insurance commitments until some settlement 
of windfalls satisfactory to FHA has been reached. Do you care to 
comment about this? 

It seems to me that those questions give us a very good basis for 
discussion. I shall be glad to welcome comment from anybody who 
cares to lead off. 

Mr. Goopyerar. I would like to comment on the number of housing 
units. There has been entirely too much loose talk on the number of 
housing units being built and whether the supply is in overabundance. 

I think the figures and the statistics that have been used to supply 
those statements are somewhat old-fashioned. The number of new 
family formations is not particularly significant in our housing market 
today. Customarily when a couple becomes married they don’t buy 
a new house. They rent an apartment. So that that factor is not 
important in our market today. It does not become a factor for 
2 or 3 years. 
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[ think that our market today for the 1,300,000 units that we 
will probably produce this year is coming from the families who are 
moving up into the $4,000 to $10,000 a vear bracket. Because of 
larger families and because of increased earnings, those people are 
able to afford better homes. We have figures that will show that 
in the years 1950 to 1955 we are having 1,800,000 to 2 million people 
a year moving into that income bracket from $4,000 to $10,000 per 
year. 

That is where our market is coming from, not from the 700,000 or 
800,000 a year family formation. 

Senator SPARKMAN. Let me ask you this. You say we are having 
2 million families moving into what bracket? 

Mr. Goopyrar. Into the $4,060 to $10,000 per year income bracket. 

Senator SPARKMAN. Well, what price house would a $4,000-income 
family be able to afford? 

Mr. Goopyrar. Of course, that varies region by region. In the 
South a man making $4,000 a year can afford a $10,000 to $12,000 
house. In other areas of the country perhaps not quite that high. 
But surely $10,000 a year. Now, of course, from that bracket up 
they can afford any priced house almost—up to $10,060 a year. 

Senator SPARKMAN. If we follow the rule of 20 percent for shelter, 
that would be $83 a month that that family could afford to pay. 

Mr. Goopyrear. They can afford a pretty good house on $83 a 
month in most sections of the country. 

Senator SPARKMAN. Would $83 float a $10,000 house? 

Mr. Goopyear. Yes; it would. 

\ir. Negev. It would do more than that, Senator. It would prob- 
ably not only pay the debt service cost but it would also pay most of 
the cost of utilities and other corollary expenses. Wouldn’t you agree 
with that? 

Senator SPARKMAN. Well, I think that would be included in the 
shelter cost. 

Mr. Neeu. Yes. 

Mr. Goopyear. I was including that in shelter cost, because that 
is what FHA and VA take into consideration when they underwrite 
the mortgage risk. 

Senator SPARKMAN. Yes. Any further comment? 

Mr. Goopyrar. I might make one further statement. 

Senator SpARKMAN. You will recall that I directed a letter—I 
suppose that letter went to all of these groups represented here and 
a good many others—sometime back in the early part of the year 
asking o your comments on this very thing. After the replies were 
all in, I issued : 1 press release, that I suppose you got a copy of, in 
which I tried to give more or less a digest of the findings or of what 
the comments were. 

You may recall that in that I pointed out I did not believe from 
those figures ‘th at production was too great. As a matter of fact, I 
took the attitude from the very beginning that I did not think it was 
too great. I think we can absorb a million and a half units a year 
at the present time and probably look for an increase in that of about 
a hundred thousand a year. 

But I did have some feeling that there was a danger of overbuilding 
perhaps in some areas. I notice that just recently FHA checked on 
26 areas, I believe it was, and put a stop on those 26 areas for further 
building. 
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I have also felt—and I get this from a good many of the industry 
| 


members porns that there is certainly a decline and perhaps a 
threatened shortage of new rental units. I have wondered too what 
is happening with reference to those people I will take vour level at 
$4,000 as a breaking point—with incomes below $4,000. Wha 
happening in that field? 

| saw some interesting figures from FHA just recently showing 
that the average house insured by FHA had gone up considerably 
over the last year. I don’t remember just now what that figure was, 
but I believe it was in the ne ighbor' 100d of $10,000, wasn’t it? 

Mr. Negev. The average veteran’s loan, on figures recently 
by VA, had increased in the last 
Those are the figures I saw. 

Senator SPARKMAN. I was thinking of the FHA figures, that thes 
had gone up to in excess of $10,000. I’m not sure. 

Mr. Goopyrar. Yes. I think I have those. 

Mr. Nee. Senator, I might say for the Mortgage Bankers Associa- 
tion that it is our feeling that a great deal of profitless liscussion and 
controversy is engaged in every year over trying to win this “numbers 
game’ of whether you need a million units or a million three or a 
million four. And IL think, like the science of appraisal, this numbers 
game is an inexact science. I don’t think you ever know within fifty 
or a hundred thousand units how many units you’re going to need. 

| think that in many respects the operation of the economy generally 
and the market both in terms of how much money is available and in 
terms of what people would buy operate as a normal source of control 
on these figures, and that’s why it seems to me that to spe 
whether we’re going to need 2 million homes a year by 1960 is from 
our point of view almost foolish, because I don’t think theres aby bo \ 
who has enough prescience to know whether you're going to 
2 million or 24 million or a million eight by 1960. 

Somebody used to tell me there was no way of telling what a woman 
was ing to do until she had done it and then it was too late. That's 
sort of the way I feel about trying to get these numbers. 

It seems to me there are plenty of fields in which we can differ 
legitimately and progressively and maybe with some profit argue about 
differences of opinion, but I certainly hope we wouldn’t get into any 
numbers argument, because I don’t think that anybody has any basic, 
good, scientifically provable data to document this situation. 

I think you have got to measure it in terms of whether houses are 
not being sold or whether mortgage money is not available and whether 
there is a treme ndously ine reased de mand by people for pub lic assist- 
ance in terms of not being able to get adequate housing. 

And that is why also, it seems to me, some of the concern over the 
failure of FHA to endorse rental housing loans, for instance, while a 
lot of it is attributable to certain of the restrictions that are now in 
that program. For example, in many areas you will see vacancies in 
rental structures, and therefore the market is to a certain extent deter- 
mining whether new rental housing structures are being built, not 
simply the provisions in the law relating to the FHA section 207 
ee ee 

Mr. Goopvyear. Senator, you will remember that in response to 
your inquiry we wrote you on April 11 setting forth our views. If 
you would like to briefly have me review those on the overbuilding 
problem, I’d be glad to do it. 
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Senator SpARKMAN. On what? 

Mr. Goopyrar. On this question of whether we are building too 
many houses or whether the mortgage market is sound, and so on. 

Senator SpaARKMAN. Not unless there is some disagreement. As I 
say, I think there was a remarkable degree of agreement among all of 
those to whom I directed the inquiry that we were not overbuilding. 
There was some expression of doubt as to certain types of building. 
I may say that I had a letter from Dr. Burns, the chairman of the 
Council of Economic Advisers, for instance, in which he went into it 
rather thoroughly. He called me up and told me that he was leaving 
for Europe and didn’t have time to write it before he left, but after he 
returned he wrote me the letter. 

I sent him the copy of the news release and showed him how closely 
the analysis of the replies from all of the people who answered accorded 
with his own views. 

So I don’t feel that there is any great disagreement with reference to 
overbuilding. 

I would say with reference to the figures that I agree with Sam Neel 
that it’s not a positive something that we must write into the law— 
that you can build this number and this number only. But I do think 
we need to have in mind at all times something as to what our needs 
may be. 

May I just point out that in the automobile industry they start out 
each year building automobiles. They naturally project themselves 
a year, maybe 2 or 3 years, into the future in their planning as to what 
those needs may be. I don’t suppose they try to build to an exact 
number, but, neverthe ae they do try to keep in mind what the need 
may be. 

| think it is well for us to keep in mind all the time something 
about this need. For one reason that perhaps we not get overexcited 
if some month the number starts is higher than we think it ought to 
be for that particular month. 

Mr. Goopyrar. You know, we have substantiated our position 
consistently by the fact that builders just don’t build houses to build 
houses. The customary way for our builders to operate today is to 
build a model house and from that they sell. And they build houses 
as they sell them. And the houses that are being built today are 
usually sold in advance of construction. 

Now, we don’t have any large groups of houses standing unsold 
today. I think that would substantiate the market we have. 

Senator Payne. | think everybody can agree that statistics have 
a certain amount of value, but I think the ‘re are too many other factors 
that enter into that, as has been outlined here. There are always so 
many fluctuations taking place. Nobody can look into a crystal ball 
and see what is going to happen. 

That, of course, is the basis on which the automobile industry 
works. They make a statistical analysis of the number of units out, 
the age of the units, and so forth, and upon past records they base 
their projections for the future of what they think the possible produc- 
tion may be, getting some of those older cars off the road, and where 
the market will be. But there are many factors that enter into that 
that can throw those completely into the waste can. 

Mr. Goopyrar. Of course, there have been some figures of a million 
and a half units bandied around quite a bit in the early part of the 
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vear, and a million four. We have consistently stated that we didn’t 
believe the industry would produce over a million three units this 
year, and we still take that position. 

Senator SPARKMAN. It’s running at about that now? 

Mr. Goopyrar. That’s right. 

Senator SPARKMAN. 1,308,000 I believe was the last projection. 

Mr. Goopyear. It’s just about a million three. 

Mr. DickerMAN. One of the most important factors in the housing 
market, of course, is the condition of your total economy—in other 
words, the take-home pay, the rate of employment. 

As one prominent lender said, he wasn’t so much concerned about 
the terms as he was the continuing ability of people to make their 
monthly payments. 

Therefore, I don’t think you can look at this housing picture as a 
separate, parceled-out piece of our economy. It has to be looked at 
as part of the total. Of course, this committee is admirably qualified 
to do that, because you cut across so many of the basic economic 
factors of our economy. 

While I am speaking, Senator, I don’t know whether you intend to 
have a published record of these proceedings, but I was going to suggest 
that we in our letter of April 11 to you, signed by our president, Mr. 
Smith, set forth what we thought was in some detail the various 
considerations of this question, and if you thought it appropriate and 
desirable I might suggest you might wish to incorporate it in the 
record, if you have not already done so. 

Senator SparKMAN. We had, as you may imagine, rather full 
replies from all of those to whom we wrote. 

I’m looking, for instance, at the one that Mr. Mason, the Commis- 
sioner oi FHA, wrote. We got about a nine-page letter from him. 
The letter from Dr. Burns is about a five-page letter. So all of those 
to whom we wrote went into it rather thoroughly. 

I can assure you that the letters are all on file with the committee, 
but we will insert in the record at this point a press release which 
contained the information gathered from a study of the replies re- 
ceived. 

(The information referred to follows:) 

Senator John J. Sparkman (Democrat, Alabama) today announced the results 
of a survey which he made in an effort to determine whether there is overbuilding 
and excessive credit in the home-building industry. 

“Some weeks ago,’ said Senator Sparkman, ‘‘there was considerable comment 
in the press concerning overbuilding and excessive credit in the home-building 
industry. A sample survey of the opinions of representative builder 
financial houses, consumers, and Government reveals the following: 

(1) The great majority of opinion indicates the belief that there is no over- 
building in the industry. Considerable doubt was expressed (a) that we would 


reach the level of 1.4 million homes in 1955; and (b) that even 


sufficient to meet the current needs. 
**(2) Although some answers indicate that there is excessive credit 


and that 
this is due to the terms of the Housing Act of 1954, the predominant opinion is 
that credit is not excessive with the possible exception of VA no downpayments 
and that the Housing Act of 1954 had no effect whatever upon either the no- 
downpayment loan or the 30-year amortization period. Both of these provisions 
are contained in the Servicemen’s Readjustment Act of 1944 
‘“*(3) The liberal credit terms for VA-guaranteed loans are attributed to the 
fact that mortgage credit was freely available throughout 1954 from private 
sources. This availability led to the making of commitments for dwelling units 
entering the sale market now. Already there are some signs of reduced availability 
yf mortgage credit and FHA new home applieations show a noticeable reduction 


groups, 


this level was 
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n March f1 the peak levels of the months from September 1954 to February 
195 . 
} Act is! vy been taken by » VA to firm up what mav have been a 
pot tl VA ae Effective April 28, 1955, VA requires 
rans to pay in cash all closing costs necessary to the sale Ps a V A-guaranteed 
home Lo tl ( ent that these closing costs have been absorbed by bi iilders, 
gulation may bring about a reduction in the price of homes by preventing 

closing costs from becoming a portion of the sale price 
>) Attainment of 1.4 million unit home starts in 1955 will be dependent upor 
normal seasonal expansion from the December-January rates. Actual private 
start these months is 1.1 million on a 12-month basis. The February level of 
tart did not maintain the seasonal level expected In March, starts once more 
exceeded the annual rate of 1.4 million. A modest deviation from the normal 
seasonal patterns in 1955 would result in home starts of 1.3 million or 1.2 million 

instead of the 1.4 million frequently mentioned. 

{ Co u er groups point out that the demand for low-cost housing has not 
1 t being satisfied. If the industry could devise and market adequate 
( cost housing, the present housing boom would be dwarfed by comparison. 
7) So long as our economy can be maintained at its present level and provided 
the industry and Government together take necessary steps to insure proper 
distribution geographically and incomewise, little danger is seen in the present 
t The Housing Subcommittee will continue to keep a close watch on the 
{ make appropriate recommendations if warranted by changing 
conditions. The indications are, however, that our population will continue to 


increase, thus sustaining a continuous high demand for housing. 


Mr. Wiiuiamson. Senator, I’d like to follow up on the statement 
that you made and that Mr. Goodyear made about the $4,000 income 
group. I think that one of the questions here relates to availability 
of housing for that low-income group. 

[ think over the past years and currently that we have tended 
by saving ‘‘we’’ I mean the public, the Congress, and many groups— 
to overemphasize the availability of new construction for low-income 
people and to minimize the importance of this shift of a million and a 
half to two million families from the below $4,000 group to the above 
$4,000 group. Now, there is the big market for new construction. 
And as these people shift into that upper-income group they make 
less-expensive existing housing available for lower-income people. 

| don’t think that private industry, the home-building industry, 
should be the only industry that is subject to reproach for not building 
a new product for everybody in the low-income group. I think that 
the big source of housing for those low-income people is actually being 
made available from existing housing, from the people who are shifting 
every year on the basis of constant purchasing power dollars, into that 
above $4,000 income group. 

Senator SpaARKMAN. Is that housing out of which they are shifting 
being maintained, or will it be maintained, or as they shift out is it 
going to be allowed to deteriorate into slum conditions? 

Mr. Wituramson. I think that is up to the local community. With 
proper code enforcement they would be maintained. 

Mr. Goopyrar. May I comment on that? In our city as you know 
we have a standard housing code—at Charlotte, N. C. We were one 
of the first in the country to have it. In our own business we’re selling 
houses today to people who bought a house from us 7 and 8 years ago. 
They bought an $8,500 to $9,000 house in 1947. That same family 
today is trading that house in to us on a new house costing $15,000 
or $16,000, and the people who are buying that $8,500 house that they 
are moving out of are the young couples who were married 2 or 3 
years ago. And we’re doing that every day. 
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When we take a house in trade in a location like that, we’re im- 


mediately going in and renovating that hous« If it needs painting 
we paintit. If it needs structural repairs, we make structural repairs. 
We remodel the bathroom. We re model the kitchen And a young 
couple moves into that house—with no children or perhaps one child 

and they carry on. And they’re keeping those neighborhoods above 


average. 

In our city we have some rental vacancies, but the rental vacancies 
are in the substandard housing, particularly in the minority groups, 
which goes to prove that we are building houses for the minority group 
and furnishing them with adequate housing, because if we were not 
that substandard housing would be occupied. It has been occupied 
over the years. We have rental vacancies, but they are in the hous- 
ing that rents for $6 and $7 a week. They are ‘‘shotgun’”’ houses, and 
they’re vacant. 

It shows a continual move-up in the market. We have no white 
vacancies to speak of. It’s less than a half of 1 percent. And that’s 
a normal vacancy. Well, it’s less than normal, but I mean it’s some- 
thing you have in turnover, families being transferred. 

sut the only vacancies we have in our town are in substandard 
housing that nobody will live in and that should be torn down and 
probably will be. 

Mr. Wriuramson. Senator, I think a very fruitful area of investiga- 
tion would be the people who live in substandard housing. Now, you 
take in Minneapolis. I think that was one case that we cited over 
in the House. We cited that Urban Renewal Administration release 
where they had over a thousand substandard units that were to be 
demolished. And I think in that case half of the people were to be 
absorbed in the private rental or sales market. 

Now, that means that there were approximately 500 families living 
in substandard housing that had incomes sufficient to get standard 
housing, and I believe that with proper code enforcement you would 
end up with standard housing at reasonable rental. 

So I don’t think it necessarily follows that people of low income 
necessarily let their housing run down. It might be the case with the 
people, but I think that with proper code enforcement the housing 
remains standard. 

I think that we are inclined to equate living in substandard housing 
with the poverty of the occupants, and | think that that’s an error. 

Mr. Neetu. Right here, Senator Sparkman, this problem that Mr. 
Williamson is talking el it seems to me was faced up to in its en- 
tirety for the first time by Congress when they passed the Housing Act 
of 1954 where they said that before any private enterprise or even the 
public facilities of a community could get any more public assistance 
in terms of any Federal grants or additional publie housing or the use 
of section 220 or 221 that community had to face up to its total prob- 
lem and develop, as you know, a workable program. That was a 
tremendously significant step because it did just what Mr. Williamson 
is talking about. There was this need for F ederal assistance in one 
form or another, and the desirability of using sections 220 and 221. 
Cities for the first time had to sit down and start developing a total 
program to clean up the whole city, not just one spotty part of it. 
They had to develop a system of code enforcement to get a so-called 
workable program. 
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It has put a tremendous impetus on doing what Mr. Williamson 
talks about That is the reason—and I’m not getting into the public- 
housing debate here on the numbers again—that is the reason why the 
Mortgage Bankers Association are very much disturbed to see the test 
of the workable program removed from additional public housing 
units-not because we are opposed to public housing, although tradi- 
tionally we have been so, but because it reduces the pressure on locali- 
ties to develen a total program to clean up their cities. In this one 
area, therefore, under the new bill, which we hate to see happen, you 
remove this stimulus to develop a workable program for the area. 

Senator SPARKMAN. Yet I think all the testimony before us was 
that nothing was being done. That very little was being done, and 
that very little could be done. With reference to the utilization of 
public-housing units, [am sure that at the time we started our hear- 
ings only 230 units had been contracted for under this year’s program. 
Even that was not done until near the first of the year, just before the 
first of the year, I believe, when the housing officials came to this 
committee and to the House Banking and Currency Committee and 
asked, in effect, if we would object if they did certain things adminis- 
stratively which they had some doubt as to their ability to do under a 
strict interpretation of the law. They virtually admitted there was 
no way they could move with the program. 

Practically everybody who testified before us on section 220 and 
section 221 testified that it simplv was not operating. 

Mr. Wiiuramson. I don’t think the answer to that is to let up on 
the workable program requirement. Many of these communities 
have to go to the legislatures for enabling legislation. Many of them 
just have to get up out of the chair and do some work about code 
enforcement and workable programs. 

But if we say, “Well, because you couldn’t get a workable program 
during this current fiscal year, henceforth it won’t be required,” that 
certainly isn’t the answer to local responsibility. 

One of the greatest things this Congress ever did was to tie in the 
workable program with urban renewal as well as public housing, 
because the problenr of substandard housing can never be solved by 
just a Federal grant. And if you look at the PHA operating manual 
on the definition of substandard housing, they list 12 conditions and 
state that any one of those would mean that the unit is substandard 
and the oceupant is eligible for public housing. Any 1 of 12. 

Now, 1 in that 12 is a bathroom that is unfit for use. Under proper 
code enforcement and with an outlay of maybe $200 or $300 that 
unit could be a standard unit. 

We ought not to give the community a blank check and say, 
‘You don’t have to enforee proper health and safety standards 
because the Federal Government is going to give you this public 
housing any wa i 

think it was very unfortunate that that requirement of the 
workable program was removed from the bill. 

Mr Neeu. Senator, there are over 50 cities which have developed 
workable programs which meet the Housing Administrator’s stand- 
ards, and there are over 100 applications, I was advised about a week 
azo, from other cities that are about to be processed. So that many 
cities who have really faced up to this thing have made a great deal 
of progress 
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It is true that the particular provisions of section 220 have had a 
difficult time working, and that is not simply due to the fact that 
it’s been hard for cities to develop workable programs. It’s been 
due to mechanical problems within the FHA, certain underwriting 
problems, which are being worked out. In almost any new program 
that the FHA ever started it has taken a given period before the thing 
really started to work. 

We can go back, and I’m sure you're familiar with that as well as 
Lam. But the point is that there are cities—there are at least 50 of 
them and about 100 more coming along—which have faced up to 
their total responsibilities, whether it’s in terms of code enforcement or 
anything else, urban renewal, and which have done this job. We hate 
to see the rules relaxed before the pressures have really produced 
additional livable housing, which we think it will produce. 

Senator Lenman. Mr. Chairman, may I just say one thing? 

Senator SPARKMAN. Certainly. 

Senator Leaman. I agree that I don’t like the numbers complica- 
tions any better than you do. They can be very misleading. But it 
seems to me that one mistake that has been made in projecting into 
the future to some extent—I think you have to project reasonably—is 
that we are really trying to key our program, our housing program, to 
the number of family formations. We disregard the necessity for the 
demolishing of substandard housing, which I think is very important. 
We overlook the very obvious—at least to me obvious—change in the 
family composition. Young couples are not any longer willing to 
remain in the homes of their parents or their parents-in-law. They 
seek their own homes. I think many old people either wish to retain 
their homes by themselves or, if that is impossible, to seek other 
shelter, within reasonable limits, of course. I think a great many 
young women and young men who used to be perfectly willing to live 
at home with their parents now want to have their own quarters. 

I think that you can be very badly misled if you are going to key 
our whole program merely to the number of family formations that 
have taken place or are likely to take place, because I think the whole 
pattern of housing needs is rapidly changing. It has already changed 
to an extent greater than most of us realize. 

Mr. Goopyear. We agree with that a hundred percent. 

Mr. Braman. Mr. Chairman, may I make a comment on the overall 
need? 

Senator SPARKMAN. Yes. 

Mr. Braman. It seems to me we are overlooking the amount of 
home ownership already existing, which is slightly less than 60 per- 
cent of American families. When we talk about overbuilding, I think 
we are only looking at it from one psychological point of view. I 
think the fact is that there is no saturation point in home ownership. 
There are more than 40 percent of American fi amilies still in need of 
homes—homes of their own. 

I think the use of the term “‘overbuilding” is unfortunate. I think 
it is used too many times instead of something positive in relation to 
the need. 

We know in the savings and loan business that there is a much 
wider interest today in the FHA title I small house that’s permitted 
under that system. There is a wider interest in financing the small 
house of that type. Of course, you can’t talk about what a family can 
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ifford, particularly as was said here earlier. You have to relate it to 
other economics. Because today, in the last month for instance, you 
had rising costs of material, you had rising costs of labor, and they are 
both going to go up as we go through the summer. 

Talking about the numbers game, you can’t always use a dollar 
rm unless vou relate it to the e ntire economy. 


| think there are some good factors in the mortgage debt picture 


Te 


vhich are also overlooked. There has been some criticism of the 
high level of the mortgage debt. But I think that many people 
overlook the fact that the average mortgage is repaid in 7 years. 
That is the average repayment figure, which is a very interesting 
and important figure. That shows that people can afford homes 

that the average family can afford them. I think that also many 
of the detractors of the m ortgage debt level] forget that rent which 
was paid formerly should be an economic offset when a mortgage 
is taken on, because there is an ownership feature there, and that is 
entirely offset economically against the rent which was formerly paid. 

So I think we have more good features in this present picture than 
ottea is recognized. 

Mr. Goopyrar. Senator, I'd like to comment on Senator Lehman’s 
statement a few moments ago. There are two other factors that 
must be taken into consideration. One, that it has become a matter 
of social significance to own your own home, and as such, it’s a goal 
to be sought after. The other very potent factor is that the home- 
building industry has run out of merchandise. All products are sold 
through salesmanship. And the home-building industry has learned 
how to make people want to buy new homes or becorre dissatisfied 
with their old homes, and that is quite a stimulus to the market. 

Senator SPARKMAN. By the way, before we get too far away from 
the discussion that preceded this, about this workable pl: in that you 
liscussed, | would like to call your attention to the fact that the bill 
that we passed doesn’t do away with the requirement for workable 
plans as far as slum clearance and urban renewal are concerned. All 
in the world we did was to untie public housing and the workable 
plan. I mean it’s not untied, but what we in effect said was that some 
public housing could be provided without the necessity of being tied to 
that 

The provision before that was to the effect that public housing 
could be used only in connection with that, and we untied it to that 
extent 

Mr. Wriiramson. Yes, but - 

Senator SPARKMAN. ee was the very thing that had made it 
unworkable, I think, in large part. It was largely due to that that 
Housing iitieiaianalion appealed to us to give him some relief. 

Mr. Wiitutamson. It also means, Senator, you are going to have 
people liv ing in substands urd dwe llings, pe ople of low income living in 
substandard dwellings, an d that’s going to create a basis for public 
housing, and it means that the community will be able to get public 
housing without an urban renewal program, without any respon- 
sibility to keep substandard dwellings at a minimum. 

That’s the unfortunate tieup. Because they don’t have to have 


slum clearance and urban redevelopment programs to have public 
housing 
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Senator SPARKMAN. Well, I would Say this: I am just thinking out 
loud. If we retained the number of public housing units at the low 
figure of 35,000 a vear, perhaps it would not be too bad to have it 
tied in in a workable manner, in a practicable manner, with urban 
renewal. But we feel that we are not meeting the need, the absolute 
need, of public housing with that low figure. 

We don’t say that public housing cannot be used in connection with 
the workable plan. It is contemplated it will be used in connection 
with that. But 


we Zo further and Say that this will not be the only 
Instance in W 


ich public housing can be used. 


Mr. NEEL. Senator, one of the remarkable things about the Housing 


Act of 1954 and this development of the idea of the workabl plan 


was the fact that it came out of a series of meetings, namely, the 
President’s Ady ISOry Committee meeti os, al which were representa- 
tives of labor as well as business and public interest groups and so 
forth. They got away at those meetings from talking im terms of 
how many public housing units were needed, because that was the 
area where everybody disagreed and they couldn’t ret any agreement. 
Because they got away from talking about how many units were 
needed but talked in terms of filling a need which could be proven 
regardless of how many units that eventually resulted in, they rot 
substantial agreement from labor representatives and public interest 
groups and public-housing groups, people who were for public housing, 
and everything else. 

The two tests that were incorporated into the 1954 act were the 
fact that before a city could be eligible for additional Federal aid 
of any kind, including public housing but not limited to that, they 
had to prove a workable plan, and secondly that they had to prove 
a need for whatever units they were going to get in terms of families 
which had been displaced because of urban renewal or redevelopment. 

You get away from the divergence of viewpoint over numbers when 
you lav down those two tests. It did create problems The fact 
that cities had to meet those two tests did create problems There 
was an area where, because they had to work out and show a provable 
need, it made it tough for people, not only for public housing but also 
for the use of sections 220 and 221. 

But the Housing Act of 1955 has removed both those two tests so 
far as public housing is concerned. It has removed the test that you 
have to prove a need in terms of families displaced—and | agree with 
you that it ought to be whether they are voluntarily displaced or dis- 
placed because a house is torn down—but when you remove the test 
you get back into this numbers argument which caused confusion for 
10 years in this country because there were people on both sides. 

Senator SpARKMAN. I think none of us—certainly no one on this 
committee | believe—would argue against the idea of giving every 
incentive to develop workable programs. But we felt that the tie- 
down of public housing to that had narrowed it entirely too much, 
regardless of numbers. That it had been too greatly tied down. 

Mr. Negu. It does narrow it. 

Senator SPARKMAN. It narrowed it to such an extent that the feeling 
apparently was that it just wasn’t going to be workable at all. 

Mr. Negev. Well, that was a contemplated result when the bill was 
passed. I think everybody realized that there were going to be pres- 
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sures developed. And the pressures developing are just what was 
contemplated. We hate to see the desirable features removed because 
these pressures have developed within a very short space of time. 
After all, it hasn’t been a year since the 1954 act was put in effect. 

Mr. Wixuramson. Mr. Chairman, I don’t believe you can take the 
difficulties that have been experienced in just the last 5 or 6 months 
as an excuse not to have that condition 2, 3, 4, 5 years from now, be- 
cause many of these communities are actually going to work on code 
— if they have to. 

recall‘Worcester, Mass.—this is just one example—had a pending 
dans redevelopment program and they didn’t have the proper health 
and sanitation codes. I recall talking to Jim Follin, who advised the 
people in Worcester they had to have it. It was in March of last year 
that the city went to the legislature and received an enabling act in 
order to qualify them for a workable program. 

Now, if that wasn’t a requirement, Worcester, Mass., today wouldn’t 
have that in the statute. It’s the fact that they had to do it in order 
to obtain Federal assistance. And I think that by making that re- 
quirement for all Federal assistance, many, many communities in the 
next 2 or 3 years are going to have good, workable programs, and we 
are going to stop this trend toward more and more substandard 
housing. 

Senator SPARKMAN. Senator Lehman wanted to speak. 

‘nator LenMan. I just wanted to say this: I am certainly very 
strongly in favor of requiring so far as possible, so far as we have the 
power, a plan. But every time a plan is suggested for slum clearance, 
the ery goes up, and I think justifiably goes up, by the people who live 
in that area and by their friends, ‘““Well, you can’t put us out because 
we have no place to go. We have no housing that is going to be 
avalilable.”’ 

J think by what we are doing in providing housing, public housing, 
in a more substantial degree we are helping to further the possibility 
of working out a plan, because then there will be a place for the 
people who are displaced from the slum areas to go. 

[ think the great argument that has been raised against slum 

clearance—and it’s been raised in various degrees of vehemence in 
sienna every slum- clearance project [ know of, is: ‘‘Where are we 
coing to go to? Where are you going to put us? It’s all ri; ght to tear 
iuen our homes and evict us, but where are we going to go? 

If there is a reasonable program of public housing, I think that 
irgument will fall. 

Mr. Negev. I think they ought to be able to deliver whatever re- 
quired units, if it’s public housing, Senator Lehman, that are necessary 
to take care of those people if they need it. We have gotten away, 
fortunately, from talking in terms of whether the limits on the num- 
bers are right or wrong. What we did hope you wouldn’t do was 
remove the requirement that they had to prove a need for those units 
because of —— that were displaced. It’s that test that you have 
removed that bothers us. 

I suppose we could talk about this a lot further, but this brings me 
to another question on your list, Senator Sparkman, the same kind of 
thing, where you asked some questions in terms of what we thought 
of the amendments in the 1955 proposal that had passed the Senate 
with reference to section 213 
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Among those amendments are amendments which reduce to 8 the 
number of units that have to be in a project, reducing it from 12 to 8, 
changing the FHA estimate on which they base their commitment 
from value to replacement cost; and requiring the appointment of a 
special assistant in the FHA to handle those projects. 

We think those things are mistakes just for the same reason more 
or less that we think removing these tests is a mistake. Here you 
have an effort to set up special tests in the FHA for a program based 
not on the fundamental soundness of the economic property involved 
but on terms of need. The Mortgage Bankers Association has never 
been opposed to loans to cooperatives any more than we have been 
opposed to cae to individuals. We do think, however, that the 
terms on which those loans are to be made ought to be the same as 
under a sound insurance program. What we have thought was 
bringing FHA into trouble—and which did bring it into trouble that 
it got into it to a certain degree anvway—was the fact they had been 
given special programs and their sound requirements for ordinary 
programs had been removed, whittled away little | rv little because of 
supposed need, to the point where they were directed to produce loans 
in a program without any reference you might say to underwriting 
requirements. 

We think that you ought to recognize that you may very well be 
running into the same troubles that occurred before when you go 
back, for example, to saying to the FHA, “Don’t determine value in 
terms of whether you’re going to insure this loan but insure the loan 
on the basis of replacement cost.” 

That particular thing was one of the things on which critical 
attention was focused almost more than anything else in terms of 
the section 608 program at one point. 

Whether you reduce the number of units required from 12 to 8 is 
something that as within your discretion, but if you do it in 
section 213, if it’s a cood thing for section 213 for cooperatives, it 
ought to be a aed thing for the FHA rental program in its entirety. 
If it’s not a good thing in its entirety, it probably ought not to be 
good for section 213. 

Senator SpaRKMAN. We did that all the way through. 

Mr. Neev. | think you did. 

Senator SPARKMAN. So far as replacement cost is concerned, we 
made that uniform throughout the act with reference to rental 
property. 

Mr. Nee. Not in section 207, sir. I don’t believe so. 

Senator SPARKMAN. Sections 220 and 213? Was that all? 

Mr. Negu. You changed section 221—no, 220. That’s right. 
You changed sections 220 and 213. You left it in sections 203 and 
207 

But we are convinced that the value test ought to be in the act. 
We don’t like to see you go back. It makes it easier if you go back 
to replacement cost, but ) we don’t like it. 

Senator SPARKMAN. I realize sitting here just talking in these terms 
there is logic in what you say. But practically, out in the field, and 
the wav FHA operates, we came to the conclusion that the replacement 
cost was the preferable one, because, frankly, we feel that FHA 
not very realistic in its determining of economic value. 
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| think you were here during the hearings at which I gave an example 
of being in New York City and seeing a development there that was 
being done by private industry, by the way, not by the Government. 
[It was one of these people who pointed out to me: 


























If we used FHA on this building, we couldn’t build it, because they would go 



























































their economic vaiue When they start to assess economic value they look 
here at the next block and they say that that’s a slum area and over here is a slum 
rea, and they don’t take into consideration that we are developing a dozen blocks 
here d that all of that is going to be cleaned out and that we are going to build 
nother building just lke this. They won t project themselves They don't 
ject the economic value, but they take it exactly as they see it at the time 








Senator Payne. 1 was under the impression 

Senator SPARKMAN. So it seems to me it’s an impractical application 
or maybe I should say a too strict application of the term “economic 
value.’ It was largely because of that that we substituted the 
rt placement cost. 

Senator Payne. Am I not correct that one of the Government 
witnesses on that in questioning, for instance, on cooperative 





















































housine—definitely said that the change that was made in the 1954 
act was retarding that tvpe of construction? 
Mir. Neeru. I’m sure it does, Senator. 














Senator Payne. It’s because of the very thing Senator Sparkman 
has just outlined. Basically we could argue that the value factor is 
the factor theoretically and every other way to follow. But due 
to the particular circumstances that entered into these particular 
tvpes of cases, when a sound evaluator went in there and tried to 









































place a value upon it using the same vardstick that he used on every 
other type of property, he failed 1 ecessarily to take into consideration 
certain factors. In other words, he was not looking in a erystal ball 











t all and seeing a change take place in this next block. He was 
ooking at it strictly on the basis of “‘here’s something existing here 
and here’s what there is next door to it and because of this situation 
| just can’t put a fair replacement cost on this thing—or a fair value, 
which would be replacement cost—as I would normally because of 
he detrimental effeets of this other bul line. 















































Mr. Neev. Well, I’m sure that your witness testified that this 
test had been slowing things down. However, there’s been a lot of 
pressure on FHA to make the value test work. And very recently, 








for example, the FHA sent instructions to the underwriters in New 
York City, where a lot of this problem has developed, stating that 
they were required in estimating value for one of these section 220 
projects up there to assume that the whole redevelopment program 
for the area where this project was going to be located, was going to 
be completed. Given that assumption, their value figures will change. 

They were also required to take into consideration other projects 
in the whole area that had been undertaken privately to upgrade 
buildings 



























































Therefore, this value thing can be made to work. The lending 
indusiry has been maybe sometimes justly, maybe sometimes unjustly, 
accused of asking for more and more liberal benefits while at the same 
Lume Opposing ae on the other side of the sc ‘ale. At this point 
we want the record to be perfectly clear that this is one case where 
we think relaxing dow requirements, whether it’s for section 213 or for 


»» 


section 220, or anything else frankly is a mistake. 
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long run, over a reasonable period of time. will produce 
sound loans, loans less subje ct to eri icism than he 


We think that the value concept can be mad 


produced when you s tart rela these requirements 
lar program and thet rt shes hin perha 
ticular program. 
Senator SPARKMAN. Don’t vou think there is 
ency in vour argument of relaxation admunistrati 
legislatively? 
Mr. Nest. No. Well, it’s apparently inconsisten 
man, but the point is that they are not relaxing 
They are makine the valuators take into accou 
really should be taken into acecoun 
Senator SpPARKMAN. That’s exactly what we ar 
to do 
Mr. NI EI It’s not the same thine, senator, heeal 
von r to do is tell them LO overlook ihe value concept 
simply talk in terms of cost. We think they ough 
of value but they ought to take into consideration in 
firure evervthine that ought to be taken into consid 
and value are not svponvmous, and here agai 
something which we think puts the F 
true, Senator Pavne, but a more r valistic basis 
CCODOTNICS 
Ir. GOODYEAR Senator. we feel the proper test 
value except in an emergency such as we had in the post 
when all caution had to be thrown to the wind to produ 
Senator SPARKMAN. I may say that | think it w: 
this committee pretty much along that same lini 
frank with you | think this committee felt that 
phasize ection 213 and section 220 because we saw 1 ft e sections 
about the only hope of vetting lower-cost housing r tne people in 
what vou might call the low middle income bracket We believed 
that if section 213 were pushed in a truly cooperative n 
there would be comparable hope in affording cheaper hor 
least we wanted to trv it out 
Section 220 was put into the law last vear largely for that very 
purpose We have tried from time to time 
ive 
to get that housin You can remember at different times how we 
have given special Ss aacaae for low-cost housing 
We used to have a $5,100 mortgage, didn’t we, and $6,000. Of 


course, it has gone up. 


different types of Frases ising programs in order to serve as an incent 


| think that is exactly the motive in trying to emphasize section 213 
and section 220. 

Senator LEHMAN. I wasn’t very enthusiastic about changing from 
value to replacement, but I think for a different reason than the one 
you bring up. Cost and value are not synonymous obviously. While 
[ believe that it may be more difficult for a builder if he bases it on 
value to get the kind of financing that he needs, I believe that in 
many of these slum clearance projects the value after a certain lapse 
of time, after a few vears, will actually be higher than the replacement 
value. 

Mr. Neg. I think that’s probably true, Senator Lehman. 
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Senator Leuman. May I ask one question? 
Senator SPARKMAN. Yes indeed. 


Senator Leaman. I have to leave, unfortunately. During 
hearings we heard ¢ 


our 
a great deal about these semipermanent trailer 
camps and the growth of them in the past years. Has the develop- 


ment of the trailer with the semipermanent camps which remain 
many times for 2 


. 2, 3, or 4 years cut into the sale of housing to any 
appreciable extent? | 

Mr. Nerv. I don’t know that I’m adequately informed to answer 
the question on my own behalf, Senator Lehman. I don’t believe it 
has. We think that by and large—and here again I don’t want to be 
taken to task by the trailer park industry—by and large trailer parks 
are not the kind of permanent developments that cities want, generally 
speaking, in the development of an overall plan. They 
necessary in a certain area by reason of defense industry or 
trial plant or an Army or Air Force base. 

We personally think it’s a mistake to get the FHA into tl 
of insuring loans on trailer parks, as we said probably before the com- 
mittee. But to answer your question specifically, I don’t think that 
it has made any appreciable difference to the business. Mr. 
year might be able to answer that more accurately. 

\Ir. Goopyrear. Senator, I don’t think it has made any difference 
at all. However, if |] may comment on the section in your bill referring 
to the trailers, if you travel around the country and see the trailer 
parks adjacent to our cities you will certainly be convinced that it is 
not the type of development you want under FHA. There is no 
attention at all paid to density. It’s strictly a matter of crowding 
as many trailers into a location as you can get. And I don’t think that 


the average person who lives in a tri ailer plans on being there very 
long. That’s why they live in a trailer. 
Of course, we have 


may be 
an indus- 


1e business 


Good- 


no objection to emergency programs where 
trailers are required, but I don’t think it’s a function of the FHA. 

Senator Lenman. I agree with you on that. It was just a matter 
of curiosity that caused me to ask the question. We did have testi- 
mony telling about the tremendous growth of these trailer parks, 
semipermanent trailer parks. They are not based on any of the desires 
or wishes of the cities to have them there. They are based there be- 
cause a lot of people have been buying trailers and they live in the 
trailers. 

| don’t know whether the testimony given to us was accurate o1 
not . it as I recall it, 2 or 3 of the witnesses testified that the average 
length of stay in a trailer occupied by a family in these trailer parks 
was 5 90 months. It came as a great surprise to me because I have 
been thinking of trailers as the kind of trailers you see on the roads, 
more or less transient, going from one trailer park to another for a 
day or week. But this testimony was very interesting to me and ] 
wanted to get the facts. 

Mr. Goopyrar. What was the length of stay? Twenty months? 

Senator LenmMan. Twenty months. That is what they testified. 

Mr. Witcox. Senator Sparkman, in answer to that, I can speak 
only from experience in New England, but I would say the trailers 
have not affected to any great extent home purchase. I feel—and I 
believe that our association strongly feels—that it is a mistake for 
FHA to include that type of a home or shelter in its program. I feel 
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that perhaps some of the difficulties that perhaps FHA has en- 
countered have been due to the temporary nature or the expediency 
sometimes of going into projects similar to this. 

Senator SPARKMAN. I may say this: I would doubt that it has any 
great effect on the housing market. Yet it has become a consider- 
able factor in the housing of American citizens. There are over 2 
million families I think the figures show who live permanently, in 
trailers. 

The proposal in the bill, let me say, does not seek to have FHA 
insure the trailers, but it is to help clean up this condition that you 
mentioned. In other words, we do have 2 million American families 
living permanently in trailers, and they have got to find some place 
to anchor and stay on an average, as Senator Li ‘hman says, of 20 
months. ‘The provision is written into the bill to make it possible 
help establish decent trailer parks. Of course, it would be cont 
plated that standards would be set that they would have to meet. 

Mr. DickeRMAN. On this particular question, as far as the home 
builders are concerned, we on not have what we call an association 
polic: v inasmuch as we haven’t had our deliberative body take a look 
at it, since it’s new. Chechens , What I say is presumed to be the 
opinion of those here. 

Senator SPARKMAN. You realize this is new with us, too. 


Mr. DickrERMAN. Yes. 

Senator SPARKMAN. It has been presented to us 2 * 3 times in 
the past, but 1 believe every time in the past it has been sought to 
permit insure ance of the trailers themselves. This time the application 
was purely limited to trailer parks. 

Mr. Dickerman. I think you should consider, however, in your 
deliberations the question of whether you may not be opening yourself 
up to a similar claim from, say, the motel operators, no ‘also take 
care of a substantial number of semipermanent people, and, of course, 
if vou do something for them, then presumably the hotel operators 
will sav, ‘‘Well, this is competitive with us, and we should have 
similar opportunity.” 

I just wonder if you shouldn’t consider how far you want to go on 
this type of thing. 

Senator SpARKMAN. I agree with you that it is I would say approach- 
ing the margin. By the way, I will say in our discussions we brought 
up these very questions. Of course, no one has presented evidence to 
us that 2 million Americans were living cele anal in motels and 
places like that. 

In other words, I think it is only fair to say that this committee in 
studying housing has got to take into consideration where Americans 
live and try to develop a program that will help to reach their needs. 

We have had no comment from the United States Savings & Loan 
or from the Investment Bankers. I wonder if we might invite you 
gentlemen to contribute something to this discussion. 

Mr. SurpHEer. To go back over some of this ground to let you know 
where we stand on some of these things, I feel just as strongly about 
the workable program as_ the other private enterprise people who 
have spoken on it. I would almost rather have the larger number of 
public housing units if it were tied to the workable program than I 
would to have the smaller number cut free. Because I think in. the 
long run if we want to stop public housing, the way we are going to be 
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ahyt< t 


o do it is to have a good urban renewal program, good enforce- 
ment of the building codes, elimination of slums so that it will be 
apparent that there is another way to do it besides public housing. 

As I look at it —and | know this isn’t intentional—our weapon for 









oving our case has been sort of taken away from us when you 
minate the need for a workable program Because a city that has 


( oice Of gone the eCASV WAY or the hard Way has to he very noble 
to sav, “We're rong to do it the hard Wav and really work at this.”’ 














Senator SPARKMAN. Let me savy this: I just can’t follow that argu- 
ment It seems to me that the thing the city wants to do is clear out 
ts slums The cities are not particularly interested in vetting public 
ousing unless they have an actual need for public housing. So they 

yt going into this thing in order to get public housing units. 
are going into it In order to clear their slums 

\Ir. Surpuer. I agree that 

Senator SpARKMAN. And redevelop and for urban renewal. The 

ment for the workable plan is still there if they want to do those 
things, so I don’t see that we have removed the pressure from them 













If t wel i mad S ramble among the elties I) order to vel public 
yu yr units | think there would be logic in your argument But | 
tne thing that the cities want to do is to clean out slums and to 





Chop and rebuild that land, and the workable program require- 
ment is still there for that 
Mii SLIPH! I understand vou logic I do think if will he 


Interpret d that somehow there ts a little less pressure now or a little 








1eSS ¢ ompulsion to do this very difficult thing. 







As the gentlemen have said, it 1s diffieult, and we have seen it here 
in Washington ! don’t know how many hours of committee meetings 
th have had trvine to ret this thing FOIng 


1 







| hope vou’re righ | hope it does not lead to any slacking in the 
r programs 
Senator SpARKMAN. I don’t see that it should, to be perfectly frank 
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Mr. Surener. I hope you're right 

> ator SPARKMAN. I don’t see it should. Certainly it was not our 
intent We are trying to move up the program rather than slacken it. 

Mr. Wintramson. Senator, if a family is taken from a substandard 
dwelling and moved into public housing there is absolutely no com- 





¢ 


pulsion on the part of the community to bring that unit up to standard. 






They just let another family move in and it becomes another candi- 
late for public housing. It doesn’t involve removal of that unit. 
That unit remains. And that’s the unfortunate part about removing 





that requirement of a workable program as a prerequisite for further 








enator SPARKMAN. It can involve it. I think of a city plan for 
slum clearance as not being contingent upon necessarily the actual 
existence of families in those units but the existence of the slum 
conditions whether people are living there or not. It may be that if 
people are living there the pressure is a little greater. I concede that. 
But I think the normal citv wants to clean out its slums whether they 
occupied hy persons or whether they are just old. rundown 
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Mr. WiLcox. Senator, couldn't that 


back and to make the cities more aware’ 
theory are probably correct, but actually 


‘ 


} 


e hou 


not having to put up a nickel to secure publ 
construed or operated today the cities spend no mon 


I’m wondering in many cases, and | think it 


\ 


» tHe 


authorities in many of these communities tha 
hecome overzealous 
With the intent of the law as originally con 
must participate to 10, 15, or 20 pere nt ot 
wonder if we wouldn’t acco! yplish what we ar 
, ‘ause ¢ the bill now reads, the 
+mav be erected and there’s nothing tha 
to remove the slums And as Mr. Willi: 
ear and our experience have been that 
family from the slums but vou are putting a 
ue are creatine new slums Hene 
trator or the housing authority in that area 


and more.”’ And where 
rl 


1 
} 
| 


we going to 


lat is the problem that concerns us 


hink that vou put OO 7 hy 


uch authority in the local housing au 


hands, and there hasn't been the propet check by vou neopl 


your intent was perfect We can’t quarrel with the ide: 
to see the peo] le better housed But | think oO 
QWaAy I don’t think vou intended that to happen 
that’s what happened. 

Senator SPARKMAN. You may have a ] 
zealousness of local authorities, although | xperiel 
has been down in my section that thev are prettv conserva 
the | think they are rather on the conservatiy so far as 
aiter new 

Senator Payne. Mr. Chairman, wouldn't be a good thing 

tle of this overzealousness to be transferred into the other field? 

Senator SPARKMAN. To slum clearance? 

Senator Payne. To slum clearance 

Senator SPARKMAN. I think so 

Senator Payne. I have a feeling that 


vet brought home close enough to the people, and I say that advisedly, 


back in the local areas, as to their responsibilities, the initiative that 


they should take themselves. It’s human nature that we are alw: 
too reluctant to start something ourselves. We're always saying 
‘Let the other fellow get it underway.” 

| think if half the effort that has been put in let’s say against this 
or against that or—to put it on the other basis, on the positlivt on 
the overzealousness of those interested in the public housing, if we 
could transfer just a little bit of this overzealousness into the field 
of those who would try to point up these problems and go to work 
on them, I think that it would be a great boon to private initiative. 
I think that communities and interested groups in communities work- 
ing with private builders and with lending institutions and so forth 
could accomplish much of this that just isn’t being accomplished at 
the present time. 

As you know, I come from Maine. We don’t have any great 


VS 


problem in that respect. We have some areas that I have been 
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ashamed of, frankly. But it’s an awfully hard job to get people to 
stand up on the one hand and oppose something and then try to get 
them on the other hand to go out and take the initiative and be just 
as zealous in pressing for a change in the situation. You can’t get it. 

That’s the approach that I’d like to see—a positive approach 
taken on this thing rather than a negative one. 

Senator SPARKMAN. I wonder if we might move into something else. 
My invitation still stands to Mr. Riepe, of the Investment Bankers 
Association 

\ir. Rierr. This discussion this morning has been going entirely 
in one direction, as has been pretty obvious. Our interest is in some 
of the provisions of the college housing section of the bill. 

Senator SPARKMAN. We’d be very glad to have your comments 
Mir. Rrepre. We feel that the provisions certainly under present 


conditions set a rate of 2 


; percent on college housing and other facility 
loans and that that is a lower rate than the Treasury itself can borrow 

the market for bonds of similar maturity, and it means the elimina- 
ion of the handling of college housing loans almost entirely by private 
mnaustry. 

Senator SPARKMAN. May I ask you this, Mr. Riepe: You refer to 
rate of interest at 2°, percent. My recollection is that that is no 
fixed rate, is 1t? 


‘ 


il 


Mir. Rrere. No, it’s based on the average rate for Government 
bonds at a given time. 
Senator SPARKMAN. It shall not be more than the higher of two 


One would be 2! percent per annum or, second, the average annual 
interest rate on all interest-bearing obligations of the United States 
forming a part of the public debt adjusted to the nearest one-eighth 
of | percent. 

Mr. Rrere. Well, the effect of it 

Senator SPARKMAN. Then we add one-quarter of | percent 2% 
plus &@ quarter of a percent or the cost of money to the United States 


plus a quarter o! percent, W hichever is higher. 

Mr. Rrepe. Which under present conditions would be about 2 
percent. 

Senator SPARKMAN. Yes sut it seems to me it’s tied to the cost 
of money to the Government plus one-quarter of |] percent. 

Mr. Ripper. Well, ves, that’s the formula which would produc: 
under present conditions about 2% pereent, and Government 3’s 
are now selling at about 3, perhaps 2.95 or 2.97 rate, and that would 
very definitely eliminate the private industry, the investment banking 
industry, from participating in any of these college loans, because 
even in those cases where they are State loans and there is a tax exemp- 
tion the market and the investor have not been willing in almost 
every case to invest in these college bonds. 

Senator SpARKMAN. In other words, you don’t think a quarter of a 
percent is sufficient margin to permit competition? 

Mr. Riepr. Very definitely that. Now, you know in the present 
act it is limited to 3% percent, and if the borrower can get his funds in 
the outside market at a quarter of 1 percent above that, which would 
be 344, then it is required that the borrowing be done in the outside 
market 

Senator SPARKMAN. What was the provision before? That change 
was made last year. What was the provision prior to that time? 
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Mr. Riepr. I’m not sure I could tell vou exactly what it was before 

Senator SPARKMAN. I introduced that provision originally in |] 
think the 1950 act, but it didn’t go into operation 

Mr. Rreprre. Yes, | remember. 

Senator SPARKMAN. It didn’t fo into operation, due to the Korean 
war, untilsome time later. But my recollection is that it was originally 
geared to some such formula as this with the provision that if you could 
find it at a comparable rate in the private market you had to take it 
there. I believe we used the term “‘comparable rate,’ did we not? 

Mr. Riere. | think that may have been so. But I know that in 
the present law there is a quarter of 1 percent—at least in 
present regulations there is a quarter of 1 percent differential 
even in that circumstance the public has not been willing to tak 
of the loans that have been offered. 

Only recently the University of Maryland advertised for bids, and 
the market would only take a part of the loan, the shorter part of the 
loan, which means that the Federal Government had to lend on the 
longer bonds. The Federal Government in turn must pay more 
money to borrow on the longer term. We are very much opposed to 
that. We believe it just eliminates our industry from the college 
loans. 

Senator SPARKMAN. Any other provisions of the program on W hich 
you have any comment to make? 

Mr. Riere. Well, we question the liberalization for a number of 
other facilities that are now permitted under the new act. Before it 
was for housing and feeding facilities, but they have gone well beyond 
that now. 

Senator SPARKMAN. They had to be connected with the operation 
of the housing, didn’t they? In other words, the only purpose of this 
as I recall is to permit a dining room or a cafeteria or something like 
that which normally would be a part of the dormitory. 

Mr. Rrere. Student union buildings and other facilities now are 
eligible under the new act. I believe that in the testimony before the 
committee that was opposed. That liberalization was opposed even 
by some of the college people. 

Mr. Negev. Senator, you have got 1 or 2 other questions it would 
be interesting to talk about. 

Senator SPARKMAN. Yes; but before we gel away from this I hav 
the showing of the interest rates from 1950 down, and this does put 
it at the same interest rate where it was in 1950. At that time the 
rate was 2% percent. May 1, 1951 it was 2%. <A year later it had 
gone up to 3 percent. It had varied all the way from that. The 
highest it ever went was 3% percent. 

Mr. Rrere. 3% under present conditions. 

Senator SpaARKMAN. That’s right. January 1 of this vear it 
shows 3\. 

Mr. Riepe. Of course, this new bill also liberalizes the length of 
the loan from 40 to 50 years, which we object to. 

Senator SpARKMAN. It’s possible. It doesn’t necessarily require 
the loan be for that period. It’s the loan maximum. 

Mr. Riepe. Yes, it’s a maximum of 50 years. It doesn’t require it. 
Again, if it was able to supply money at 2% percent, it would mean 
that the colleges would have what really is a subsidy, because. the 
Government itself really couldn’t borrow money at that rate today 
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matter of 


fact, the Federal Government has no 

















to comment on this and give you our point of view 
Senator SpARKMAN. Thank vou very much, Mr. Riepe 
Sam, did vou want to say something? 


Mir. Neen. Question 7 I think ts a very interesting one. Questions 





6 and 7 are verv inte esting questions to our industry in terms of the 

eration of FHA Question No. 6 asks whether we have noticed 
any change recently in the underwriting procedures of FHA or VA 
For example, has there been anv noticeable change in the land valua- 
tion practices by either FHA or VA? 


I think anvbody who has endeavored or who has submitted anv 









pplications to FHA, particularly under a rental housing program, 






‘ 


vO | notice the tremendous change in their land valuation practices 





and perhaps builders have even in connection with large subdivisions 







FHA. by reason of the events of the last vear and a half. are taking a 


uch more strict view in terms of land value as to what it will be 








itt e proposed improvements are made or what it’s worth as raw 
iF m not so sure in many instances they haven’t ryone over too 
far backward in refusine to recognize that improvements on land 












i;don thave anv sp ific instance to cite in connection with that. but 












k maybe Mr. Goodyear would verifv that the events of last 

r have probably turned the pendulum too far in the other direction, 

Itho ot) like most pendulums, | presume it will come back once t} c 
s is dissipated 

Question 7 deals with quality of materials, and I think there again, 

whl ve have experienced a healthy change in attitude, I think it 

could alwavs be accelerated to the point where in addition to these 


} 


minimum property requirements what really needs to be done is that 
tI f underwriters in the low al offices need to be educated. 

\lost of these things all end up in the laps of the local underwriters, 
and what vou have to do is change attitudes in addition to changing 
les and regulations at the top. | think there ts still much to be 
complished in those two fields. 


\lr. Goopyrar. Senator, we have a peculiar situation throughout 





thie yuNntry For the past 10 years there were vast amounts of im- 







rroved lots surrounding our large metropolitan areas, and in many 
smaller cities. that had been developed in the late 1920’s, 
vere all of the improvements were in. And because of the vast 
supply, builders were able to buy them at a price that would somewhat 
oincide with the FHA valuation 
{s that supplv has become nonexistent and builders have had to go 
out and buy raw land and install improvements at today’s prices, the 
FHA and the VA too have consistently lagged in their valuation 






| think perhaps they were beginning to come somewhat within a 
lose distance of it, but as a result of the criticism they received last 
ear it has set them back considerably, and they are extremely con- 

servative in their evaluations of improved land. 

\ good many of the FHA offices are reluctant to recognize the cost 
of raw land, not only the cost of the improvements but the cost of 
the raw land itself. And in many areas of the country I’m quite sure 
we have asked our members at many of our meetings as to what 
relationship, cost to value, they were getting from FHA and VA, and 


‘ ? 


ts consistent valuation has been below replacement cost. 
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[ think one of Mr. Mason’s prime objectives in his program has been 
to upgrade our housing as far as quality was concerned, and he has 
consistently stated that they were gome to recognize quality And 
their chief architect has made many talks around the country that 
FHA would recognize quality construction, better than 
construction. 

However, in the system of FHA valuation, it’s very hard for the 


( 


builder who builds in large quantities. to receive a valuation on a 


quality house that is in keeping with its cost, simply because FHA’ 


average 


I S 


System Is based on a flat valuation, and they have a svstem where »\ 
they take off the cost of a house and every house like it gets the same 
value. 

| think that perhaps the only way you’re going to get proper recog- 
nition for quality construction is for FHA to reviss 


| i 
valuation so that they can put in a factor that will recognize quality 
construction. We are very much in favor of it and wish that they 


would, because 


its svstem of 


Senator SPARKMAN. Otherwise it lends an incentive toward meeting 
minimum requirements, doesn’t it? 

Mr. Goopyear. In other words, everybody just meets a level and 
stays there. But with the many products that are coming on the 
market today that can be put into a house for a very little bit more, 
if you add all those products into the house it amounts to quite a con- 
siderable amount of money that the builder can’t absorb. But if 
he could get his full value along the line, he could afford to put 
products in. 

Air conditioning is one thing. I think it has just come to a point 
now where we can put air conditioning into a house and get to a point 
where we can recognize anything like what it cost. They finally 
established the valuation for certain air-conditioning systems that 
can be worked in their local field offices. Prior to that time every 
air-conditioned house that came into the office had to be sent to 
Washington to be worked for valuation. 

Senator SpARKMAN. I haven’t heard anytl ing said here about what 
the market situation is to be with reference to the evailebility of 
credit throughout the Vear. Is money rong to remain available? 

Mr. WILurAmson. Senator, we have had a meeting of our Realtors 
Wesbington Committee. In fact, it met yesterday, and it is meeting 
this afternoor. Some of the members were here and have alre: dv 
gone, TI ey came from about 20 different States, and | conducted 
an informs! poll of the availability of mortgage credit It is tightening 
up considerably, discounts are increasing I” many rural areas—not 
rural areas but in small communities—and some places where no- 
downpayment money was available it just isn’t available any mor 
There is a general tightening of credit all over. 

Senator SPARKMAN. How does it come into the savings and loans? 

Mr. Braman. It’s more selective I would say. At least in the 
savings and loan field they would like to see the individual house 
financed rather than to engage ™ some project where there is just 
plain. speculative building. IL think that the figures, however, show 
that there is pleaty of money being made available. For instance, 
in the savings and loan field in the first 4 months of 1955 dollar out- 
lays were 43 percent higher than the same period lJast yeor for the 
home purchase and home financing. Doller outlays for construction 
loans during the same 4 months were 54 percent ahead of last year. 


+] 
these 
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is ample money in the savings and loan field, and they are 
financing now about 39 percent of the loans of the country. 

Senator SPARKMAN. Do you agree? 

Mr. SurpHer. Yes. There is one thing about our business that’s 
unusua). Our amount of lending is so closely geared to the amount of 
savings that we are not an up-and-down one, and you can predict 
fairly accurately what we will lend this vear, but it will not tell vou 
too much about the total picture, because some of the others involve 
ups and downs. 

We will lend $10 billion this vear because we will have that much 
noney to lend, and we have nothing else to do with it. We have no 
ulternative investments, whereas some of the other lenders can go 
nto corporate bonds and so forth. They are the ones vou have to 
look to to make a prediction. 

Mr. Neveu. I think the figures are borne out generally throughout 
the industry, Senator. Certainly jaiveitinsiaihi in mortgages by life- 
insurance companies, ‘savings banks and other people with which 
mortgage bankers do business. Commitments have increased tre- 
mendously, and I think we have been able to keep up with the legiti- 
mate demand. 

{s rates in general rise, which apparently they are doing, vou will 
find that the marginal line—I’m not speaking of marginal in terms of 
"\ ‘aanhae the loan ought to be made or not but I’m speaking of marginal 
in terms of the individual who wants the most liberal credit terms, 
the 30-vear, 100 percent, no-downpayment loan—as money supply 

elation to demand tightens, the price at which that kind of com- 
modity is salable decreases. You’re going to find as this year goes 
on that those loans in outlying areas, which ordinarily in a conven- 
tional field would command either a lower price or higher rate but 
which cannot get adjusted because of the rate and the fixed maximum 
on which FHA and VA loans work, are going to have to meet the 
competition if they meet it in terms of discounts, and I think that 
is contemplated. I’m sure you are going to get an increasing number 
of individual complaints from smaller communities that money for 
the 100 percent, 30-vear loans is going to be tightened. 

On the other hand, I think, looking at the national picture, the 
investors are going to be able to supply adequate financi ing to take 
care of the production that is contemplated in terms of the million 
three units. 

Senator SPARKMAN. Is the voluntary mortgage plan working? 

Mr. Nerv. Yes, sir. I understand you are having a meeting on 
that next week, and I think you will find it is beginning to work “and 
that the original bugs are being worked out and the number of loans 
that have been made in the last 60 days is a tremendous increase over 
the loans that had been made all during the previous operation of the 
program. 

Senator SPARKMAN. May I say this. I am going to have to go to 
the Senate in just 5 minutes. We are having a matter coming up 
over there today that I am supposed to handle. 

Mr. Dickerman. Mr. Goodyear is a member of the National Volun- 
tary Mortgage Committee and has been following it very, very closely. 

Mr. Goopyrar. I'd like to comment, if I may, on the supply of 
money. I think in the early part of the year the investors thought 
they were going to be overbuilt. A lot of them thought there would 
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not be funds available to handle a million four or a million five units. 
But on our present rate of production | think those institutions are 
coming back in the market because they anticipate there may be a 
shortage of good mortgages available in the latts r part of the vear and 
are making forward commitments today for baka delivery. 

Senator SPARKMAN. Let me ask one final question if | may. Our 
mail contains more of one complaint than of any other, and that is 
with reference to defects in houses that are put up—claims that the 
houses are not adequately built. Is there a laxity on the inspection 
by FH ; and VA inspectors, or what is the cause of these complaints? 

Mr. Goopygar. Senator, I think that the FHA has a very adequate 
system of inspections. However, we have a new class of buyer in the 
market today. A lot of people have never owned a piece of property. 
They have been used to renting. And when a faucet leaked or the 
toilet didn’t flush, they’d cal! the rental agent up and tell him to come 
out and fix it, and he came out and fixed it. And I think it’s a matter 
of these people learning that they have the responsibility toward their 
own property and that when they buy a new house or move into it 
and live in it, usually any reputable builder gives some kind of war- 
ranty. Of course, under the insured system we have to give a war- 
ranty. Any builder with any public relations or any responsibility 
to his public goes out and maintains that house structurally. He 
regia es washers so that they don’t leak. He patches plaster cracks 

‘aused from expansion. Anything like that is a natural thing for him 
to replac e. 

However, there comes a time when it’s natural for him to quit 
maintaining that, and that property owner is reluctant to accept the 
facts of life that he’s got to start maintaining that property himself. 
And it’s a hard thing. 

We have people call us 2 and: 3 years after they have lived in a prop- 
erty and say that it needs painting and want us to come out and paint 
it. That type of buyer has to be educated that it’s time he took care 
of his own responsibility. But just as long as they can put enough 
pressure on that builder to get him to come back, as long as he will 
come back, they’re going to keep pressuring him. 

With other people who buy property, we find that people who have 
owned property before we have no problem with at all. They move 
in and they never call up. They just take care of their own property. 

Senator Payne. You think that a lot of it then is lack of under- 
standing of the individual of what it means to own and operate his 
own home? 

Mr. Goopyrar. Yes. In order to overcome that, most of our 
associations have furnished booklets, and the builder gives that book- 
let to the homeowner as to what you can expect—that you can expect 
cracked walls because of expansion, that you can expect the doors to 
stick sometimes, and that sort of thing, that ‘‘we’ll come back and 
fix it; just call us up.” 

Senator SpaARKMAN. I’m going to have to cut this short. I’m not 
quite certain that you covered the nature of the complaints we get. 
We get a good many complaints from people who tell us about defec- 
tive materials that are put into the building and apparently the 
inspectors pass it up. Recently I was told of No. 3 and 4 lumber 
that was being used when No. 2 was supposed to be required. 
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a letter from California in which we were told that 75 
soil pipe and the plumbing fixtures, drainpipes, was 

yut that the inspectors just passed it up. 
» throw that out. I realize we don’t have time to discuss 

F | must go I have a call already. 
Goopyrar. We hold no brief for any builder who builds sub- 
| houses and substitutes material he puts in his houses. How- 
couraged the FHA to come to our local associations 
aud we pitch in and try to help clear them up. 
Thank you very much. I wish you could stay 


, 1 
* Wil recess. 


m., the subeommittee recessed subject to 








